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Program for the Nation’s Welfare 


By PRESIDENT FRANKLIN D. ROOSEVELT 
Radio Address Delivered from Washington, D. C., April 28, 1935 


Y FRIENDS: 
Since my annual message to the Congress on Jan. 
4, last, I have not addressed the general public 
over the air. In the many weeks since that time the Con- 
gress has devoted itself to the arduous task of formulating 
legislation necessary to the country’s welfare. It has made, 
and is making, distinct progress. 


Before I come to any of the specific measures, however, 
I want to leave in your minds one clear fact. The adminis- 
tration and the Congress are not proceeding in any hap- 
hazard fashion in this task of government. Each of our 
steps has a definite relationship to every other step. The job 
of creating a program for the nation’s welfare is, in some 
respects, like the building of a ship. 

At different points on the Coast where I often visit 
they build great seagoing ships. When one of these ships 
is under construction and the steel frames have been set 
in the keel, it is dificult for a person who does not know 
ships to tell how it will finally look when it is sailing the 
high seas. 

It may seem confused to some, but out of the multitude 
of detailed parts that go into the making of the structure the 
creation of a useful instrument for man ultimately comes. 
It is that way with the making of a national policy. 

The objective of the nation has greatly changed in three 
years. Before that time individual self-interest and group 
selfishness were paramount in public thinking. The general 
good was at a discount. 


Three years of hard thinking have changed the picture. 
More and more people, because of clearer thinking and a bet- 
ter understanding, are considering the whole rather than a 
mere part relating to one section, or one crop, or one indus- 
try, or an individual private occupation. That is a tremen- 
dous gain for the principles of democracy. 

The overwhelming majority of people in this country 
know how to sift the wheat from the chaff in what they hear 
and what they read. They know that the process of the 
constructive rebuilding of America cannot be done in a 
day or a year, but that it is being done in spite of the few 
who seek to confuse them and to profit by their confusion. 
Americans as a whole are feeling a lot better—a lot more 
cheerful—than for many, many years. 

The most difficult place in the world to get a clear and 
open perspective of the country as a whole is Washington. 
I am reminded sometimes of what President Wilson once 
said: 

“So many people come to Washington who know things 
that are not so and so few people who know anything about 
what the people of the United States are thinking about.” 

That is why I occasionally leave this scene of action 
for a few days to go fishing or back home to Hyde Park 
so that I can have a chance to think quietly about the coun- 
try as a whole. To get away from the trees, as they say, 
and to look at the whole forest. This duty of seeing the 
country in a long-range perspective is one which, in a very 
special manner, attaches to this office to which you have 
chosen me. 
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Did you ever stop to think that there are, after all, only 
two positions in the nation that are filled by the vote of all 
of the voters—the Presidency and the Vice Presidency? 
That makes it particularly necessary for the Vice President 
and for me to conceive of our duty toward the entire coun- 
try, I speak, therefore, tonight to and of the American peo- 
ple as a whole. 

My most immediate concern is in carrying out the pur- 
poses of the great work program just enacted by the Con- 
gress. Its first objective is to put men and women now on 
the relief rolls to work and, incidentally, to assist materially 
in our already unmistakable march toward recovery. 

I shall not confuse my discussion by a multitude of 
figures. So many figures are quoted to prove so many things. 
Sometimes it depends upon what paper you read and what 
broadcast you hear. Therefore, let us keep our minds on 
two or three simple essential facts in connection with this 
problem of unemployment. 

It is true that while business and industry are definitely 
better, our relief rolls are still too large. However, for the 
first time in five years the relief rolls have declined instead 
of increased during the Winter months. They are still de- 
clining. The simple fact is that many million more people 
have private work today than two years ago today or one 
year ago today, and every day that passes offers more chances 
to work for those who want to work. 

In spite of the fact that unemployment remains a seri- 
ous problem here as in every other nation, we have come to 
recognize the possibility and the necessity of certain helpful 
remedial measures. These measures are of two kinds. The 
first is to make provisions intended to relieve, to minimize 
and to prevent future unemployment; the second is to estab- 
lish the practical means to help those who are unemployed 
in this present emergency. 

Our social security legislation is an attempt to answer 
the first of these questions. Our work relief program the 
second. 

The program for social security now pending before the 
Congress is a necessary part of the future unemployment 
policy of the government. While our present and projected 
expenditures for work relief are wholly within the reasonable 
limits of our national credit resources, it is obvious that we 
cannot continue to create governmental deficits for that pur- 
pose year after year. We must begin now to make provi- 
sion for the future. That is why our social security pro- 
gram is an important part of the complete picture. 

It proposes, by means of old-age pensions, to help those 
who have reached the age of retirement to give up their 
jobs and thus give to the younger generation greater oppor- 
tunities for work and to give to all, old and young alike, a 
feeling of security as they look toward old age. 

The unemployment insurance part of the legislation will 
not only help to guard the individual in future periods of 
lay-off against dependence upon relief, but it will, by sustain- 
ing purchasing power, cushion the shock of economic dis- 
tress. Another helpful feature of unemployment insurance 
is the incentive it will give to employers to plan more care- 
fully in order that unemployment may be prevented by the 
stabilizing of employment itself. 

Provisions for social security, however, are protections 
for the future. Our responsibility for the immediate necessi- 
ties of the unemployed has been met by the Congress through 


the most comprehensive work plan in the history of the 
nation. 

Our problem is to put to work three and one-half mil- 
lion employable persons now on the relief rolls. It is a 
problem quite as much for private industry as for the gov- 
ernment. 

We are losing no time getting the government’s vast 
work relief program under way and we have every reason 
to believe that it should be in full swing by Autumn. I 
think it will interest you if I tell you what we are to do in 
directing it. I shall recognize six fundamental principles: 

(1) The projects should be useful. 

(2) Projects shall be of a nature that a considerable 
proportion of the money spent will go into wages for labor. 

(3) Projects which promise ultimate return to the Fed- 
eral Treasury of a considerable proportion of the costs will 
be sought. 

(4) Funds allotted for each project should be actually 
and promptly spent and not held over until later years. 

(5) In all cases projects must be of a character to 
give employment to those on the relief rolls. 

(6) Projects will be allocated to localities or relief 
areas in relation to the number of workers on relief rolls 
in those areas. 

Next I think you will be interested to know exactly 
how we shai! direct the work. 

1. I have set up a Division of Application and Informa- 
tion, to which all proposals for the exenditure of money 
must go for-preliminary study and consideration. 


2. After the Division of Application and Information 
has sifted these projects they will be sent to an Allotment 
Division composed of representatives of the more important 
governmental agencies charged with carrying on work relief 
projects. The group will also include representatives of 
cities, and of labor, farming, banking and industry. 

This Allotment Division will consider all of the rec- 
ommendations submitted to it, and such projects as they ap- 
prove will be next submitted to the President, who under 
the act is required to make final allocations. 


3. The next step will be to notify the proper govern- 
ment agency in whose field the project falls, and also another 
agency which I am creating—a Progress Division. This di- 
vision will have the duty of coordinating the purchase of ma- 
terials and supplies and of making certain that people who 
are employed will be taken from the relief rolls. It will also 
have the responsibility of determining work payments in vari- 
ous localities, of making full use of existing employment 
services and to assist people engaged in work relief to move 
as rapidly as possible back into private employment when 
such employment is available. Moreover, this division will 
be charged with keeping projects moving on schedule. 

4. I have felt it to be essentially wise and prudent to 
avoid, so far as possible, the creation of new governmental 
machinery for supervising this work. The national govern- 
ment now has at least sixty different agencies with the staff 
and the experience and the competence necessary to carry 
on the 250 or 300 kinds of work that will be undertaken. 
These agencies, therefore, will simply be doing on a some- 
what enlarged scale the same sort of things that they 
have been doing. This will make certain that the largest 
possible portion of the funds allotted will be spent for actu- 
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ally creating new work and not for building up expensive 
overhead organizations here in the capital of the nation. 

For many months preparations have been under way for 
undertaking this work. The allotment of funds for desir- 
able projects has already begun. The key men for the major 
responsibilities of this great task already have been selected. 

I well realize that the country is expecting before this 
year is out to see the “dirt fly,” as they say, in carrying on 
this work, and I assure my fellow-citizens that no energy 
will be spared in using these funds effectively to make a 
major attack upon the problem of unemployment. 

Our responsibility is to all of the people in this country. 
This is a great national crusade to destroy enforced idleness, 
which is an enemy of the human spirit generated by this de- 
pression. Our attack upon these enemies must be without 
stint and without discrimination. No sectional, no political 
distinctions can be permitted. 

It must, however, be recognized that when an enter- 
prise of this character is extended over more than 3,100 
counties throughout the nation, there may be occasional in- 
stances of inefficiency, bad management, or misuse of funds. 
When cases of this kind occur, there will be those, of course, 
who will try to tell you that the exceptional failure is 
characteristic of the entire endeavor. It should be remem- 
bered that in every big job there are some imperfections. 

There are chiselers in every walk of life, there are those 
in every industry who are guilty of unfair practices, every 
profession has its black sheep, but long experience in govern- 
ment has taught me that the exceptional instances of wrong- 
doing in government are probably less numerous than in al- 
most every other line of endeavor. 


The most effective means of preventing such evils in this 
work relief program will be the eternal vigilance of the 
American people themselves. I call upon my fellow citizens 
everywhere to cooperate with me in making this the most 
efficient and the cleanest example of public enterprise the 
world has ever seen. It is time to provide a smashing an- 
swer for those cynical men who say that a democracy cannot 
be honest and efficient. If you will help, this can be done. 


I, therefore, hope you will watch the work in every 
corner of this nation. Feel free to criticize. Tell me of in- 
stances where work can be done better, or where improper 
practices prevail. Neither you nor I want criticism con- 
ceived in a purely fault-finding or partisan spirit, but I am 
jealous of the right of every citizen to call to the attention 
of his or her government examples of how the public money 
can be more effectively spent for the benefit of the American 
people. 

I now come, my friends, to the remaining business be- 
fore the Congress. It has under consideration many meas- 
ures which provide for the rounding out of the program 
of economic and social reconstruction with which we have 
been concerned for two years. I can mention only a few 
of them tonight, but I do not want my mention of specific 
measures to be interpreted as lack of interest in or dis- 
approval of many other important proposals that are pend- 
ing. 

The National Industrial Recovery Act expires on the 
16th of June. After careful consideration, I have asked the 
Congress to extend the life of this useful agency of govern- 
ment. As we have proceeded with the administration of this 


act, we have found from time to time more and more useful 
ways of promoting its legitimate purposes. 

No resonable person wants to abandon our present gains 
—we must continue to protect children, to enforce minimum 
wages, to prevent excessive hours, to safeguard, define and 
enforce collective bargaining and, while retaining fair com- 
petition, to eliminate so far as humanly possibly the kinds 
of unfair practices by selfish minorities which unfortunately 
did more than anything else to bring about the recent col- 
lapse of industries. 

There is likewise pending before the Congress legisla- 
tion to provide for the elimination of unnecessary holding 
companies in the public utility field. 

I consider this legislation a positive recovery measure. 
Power production in this country is virtually back to the 
1929 peak. The operating companies in the gas and electric 
utility field are by and large in good condition. But under 
holding company domination the utility industry has long 
been hopelessly at war within itself and with public senti- 
ment. By far the greater part of the general decline in utili- 
ty securities had occurred before I was inaugurated. The 
absentee management of unnecessary holding company control 
has lost touch with and has lost the sympathy of the com- 
munities it pretends to serve. Even more significantly, it 
has given the country as a whole an uneasy apprehension of 
overconcentrated economic power in the hands of a very few. 

A business that loses the confidence of its customers 
and the good-will of the public cannot long continue to be a 
good risk for the investor. This legislation will serve the in- 
vestor by ending the conditions which have caused that lack 
of confidence and good-will. It will put the public utility 
operating industry on a sound basis for the future, both in 
its public relations and in its internal relations. 

This legislation will not only in the long run result in 
providing lower electric and gas rates to the consumer but 
it will protect the actual value and earning power of prop- 
erties now owned by thousands of investors who have little 
protection under the old laws against what used to be called 
frenzied finance. And remember that it will not destroy 
legitimate values. 

Not only business recovery, but the general economic 
recovery of the nation will be greatly stimulated by the en- 
actment of legislation designed to improve the status of our 
transportation agencies. There is need for legislation pro- 
viding for the regulation of interstate transportation by 
buses and trucks, to regulate transportation by water, new 
provisions for strengthening our merchant marine and air 
transport, measures for the strengthening of the Interstate 
Commerce Commission to enable it to carry out a rounded 
conception of the national transportation system in which 
the benefits of private ownership are retained while the pub- 
lic stake in these important services is protected by the pub- 
lic’s government. 

The re-establishment of public confidence in the banks 
of the nation is one of the most hopeful results of our ef- 
forts as a nation to re-establish public confidence in private 
banking. We all know that private banking actually exists 
by virtue of the permission of and regulation by the people 
as a whole, speaking through their government. 

Wise public policy, however, requires not only that 
banking be safe but that its resources be most fully utilized 
in the economic life of the country. To this end it was 
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decided more than twenty years ago that the government 
should assume the responsibility of providing a means by 
which the credit of the nation might be controlled, not by a 
few private banking institutions, but by a body with public 
prestige and authority. 

The answer to this demand was the Federal Reserve 
System. “Twenty years of experience with this system have 
justified the efforts made to create it, but these twenty years 
have shown by experience definite possibilities for improve- 
ment. Certain proposals made to amend the Federal Re- 
serve Act deserve prompt and favorable action by the Con- 
gress. They are a minimum of wise readjustment of our 
Federal Reserve System in the light of past experience and 
present needs. 

These measures are in large part the program which 
‘under my constitutional duty I have recommended to the 
Congress. They are essential factors in a rounded program 
for national recovery. ‘They contemplate the enrichment of 
our national life by a sound and rational ordering of its vari- 



















ous elements and wise provisions for the protection of the 
weak against the strong. 

Never since my inauguration in March, 1933, have I 
felt so unmistakably the atmosphere of recovery. But it is 
more than the recovery of the material basis of our individu- 
al lives. It is the recovery of confidence in our democratic 
processes and our republican institutions. 


We have survived all of the arduous burdens and the 
threatening dangers of a great economic calamity, We have 
in the darkest moments of our national trials retained our 
faith in our own ability to master our destiny. Fear is van- 
ishing and confidence is growing on every side, renewed 
faith in the vast possibilities of human beings to improve 
their material and spiritual status through the instrumentali- 
ty of democratic government. That faith is receiving its 
just reward. 


For that we can be thankful to the God who watches 
over America. 


Three Hundred Years 


By FRANCIS P. GARVAN, President of the Chemical Foundation Inc. 
At the Convention Banquet of the Chemical Industries Tercentenary Meeting of the American Chemical Society 
At the Waldorf Astoria, Wednesday evening, April 24, 1935 


T would be difficult for you to gauge my embarrassment 
in addressing this select body of the chemists of 
America. I have talked chemistry throughout the land 

for eighteen years, but I have been most careful to avoid 
talking about chemistry before chemists, and, therefore, I 
want to announce right here that I will refuse to entertain 
or answer any question by the newest or humblest of this 
audience. 


As the fate of addressing you came nearer, | felt like 
the darky down South who had.been found guilty of mur- 
der. When arraigned before the Judge, His Honor spoke: 
“John Johnson, you have been found guilty of the crime of 
murder in the first degree, and the sentence of the Court 
is that on the first day of August you be taken to a spot 
contiguous to the county jail and there hung by your neck 
until you are dead. Have you anything to say?” “Well, no, 
Your Honor, I don’t guess I’se got anything to say, cept 
one thing, Your Honor. You don’t mean this coming Au- 
gust, do you?” 

My August has come. 


When I first started as a prosecutor, I tried my first 
case before Recorder Smythe, a judge of the old school, well 
known to all old New Yorkers. He interrupted my exam- 
ination of the witness to say: “Young man, you have not 
proven that the crime took place in the County of New 
York, over which county alone this court has jurisdiction.” 
I answered, “Oh, I assumed that, Your Honor.” A little fur- 
ther on in the case he said, “Young man, you have not proven 
that the article alleged to be stolen was valued at more 
than $25, which the law of grand larceny requires.” “Oh, 
I assumed that, Your Honor.” A little further on he said 





again, “Young man, you have not proven that the defendant 
at the bar is the same man who is named in the indictment.” 
“Oh, I assumed that, Your Honor.” And then his patience 
gave out and he said to me, “Young man, do you want to 
know the trouble with you?” Conscious that there was 
nothing the matter with me I responded glibly, “Certainly, 
Your Honor.” He spat a great spit of tobacco juice into 
the old cuspidor and leaned over the desk and said, “Mr. 
Garvan, the trouble with you is, you are suffering from too 
damn much assumacy.” 

I was standing in the hall of the Court when up came 
the colored elevator man. We had at the criminal bar of 
that day two Negroes, one as splendid as Jack Johnson, 
with his mauve hat, faun coat and lavendar spats—a magnifi- 
cent physical specimen, named Wheaton. The other one, 
named Carr, was a poor, little, dried up man, who wore 
bowed glasses and always carried under his arm great vol- 
umes of law. The elevator man came up to me and said, 
“Mr. Garvan, I’ve been appointed a committee by the Bap- 
tist Church to ask you to decide the questidbn as to which 
am the greatest lawyer, Mr. Carr or Mr. Wheaton.” 
“Well,” I said to him, “they are both such splendid practi- 
tioners, Bill, that I could hardly decide the question. But 
you know them as well as I do and you can decide.” He 
said, “Ah told them that there wasn’t no use asking you to 
choose ’cause you is a politicianer and that I knowed the 
decision. Ah told them the answer was dis way: As to Mr. 
Carr, Mr. Carr he’s got the most intellectuals. But as to 
Mr. Wheaton, he’s got the most frontage!” 

So, with the confession that when I talk to a body of 
chemists upon chemistry I am only possessed of assumacy 
and frontage, I take refuge in sermonizing and prophesy. 
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Our path for the next three hundred years stretches 
out before us, straight and clear and hard. 

Your first three hundred years have become a song to 
be sung or a tale to be told in the evening, by the firelight. 
But what of today and tomorrow—the next three hundred 
years? In an endeavor to hurry you on to the dance, I will 
be cryptic. 

First: The chemical industries of America, as they 
existed at the time of the war, rightly and decently came to 
Washington and asked from President Wilson and his ad- 
ministration protection, embargoes, the right to use patents, 
and other safeguards and aids. Upon the representations in 
their testimonies and statements, that a 100% chemical in- 
dustry was essential to national defense, national health, na- 
tional agriculture and national industry, and that, given the 
aids they asked, that 100% result they would guarantee. 
That support and those aids were given and have been given 
by each succeeding administration without limitation. Each 
and every chemist and every chemical company has faithfully 
lived up to that agreement, but the trust is not yet dis- 
charged. We imported last year over 60 million dollars 
worth of chemicals which were sold here for over 100 mil- 
lion dollars, and until every pound of those imports are made 
efficiently here, the trust is not discharged. We gave our 
word of honor to our government—it is still our word of 
honor. 

Pseudo-economic professors, subsidized foreign policy 
associations, international bankers and irresponsible sentimen- 
talists may be able to indulge in an undefined international- 
ism. From John Winthrop to Father Nieuwland each and 
every man who has come to our shores and whose descend- 
ants constitute the American people of today, came here, 
fought here and died here seeking a greater independence— 
political independence, independence of religion or economic 
independence, and the one outstanding quality and virtue of 
the American people is the ever intense and advancing strug- 
gle for a higher independence, even of nature itself. To 
preach a doctrine contrary to the highest quality of the 
American people is, therefore, to me degeneracy, as defined 
by the Oxford Dictionary, to wit: The adoption of a lower 
form. 

These internationalists are now confined to one hull, 
which, having lost the steering gear of this natural, historic, 
American character, is a derelict on unchartered seas. That 
old ship is still a menace, however, as all derelicts are on the 
sea of life, and we must not rest until it sinks forever to 
the depths of forgotten fallacies. 

But, I repeat, that discussion is idle for us at the present 
time. This industry was given all that the United States 
got out of the war, and it is in our power to see to it that 
that war, with its hundred billions of cost, 50,510 men 
killed, 182,674 men wounded, was not in vain. It is up to 
us to see to it that our industry, more and more each day, 
compensate our people for every man killed or wounded and 
every dollar of the horrid expense, and we can do it. We 
are the signatories to a pact with our government, which 
has trusted us as holy men trust God. 

This done, you must become each day more and more 
independent of the necessity of tariff protection, except as 
necessary to protect you from the cartels of the world, from 
an unenlightened wage rate or from dumping. You cannot 
march forward with a crutch. 


Second: It is an expressed covenant of that agreement 
that in addition to making 100% of our chemicals ourselves, 
we are obligated to devote our talents to discovering syn- 
thetic products or substitutes for every possible necessity of 
our people, in peace or in war. 

Since the war you have made America independent of 
dyes, biological stains, fine chemicals, nitrates for fertilizers 
and explosives, potash, pulp and paper, Salvarsan, synthetic 
camphor and now, with the help of our great honored guest, 
Father Nieuwland, we are independent of rubber. The task 
remains in manganese, tungsten, antimony, tin and a few 
other metals, coffee, sugar, silk, and so forth. 

There can be no neutrality in world conflicts so long 
as any dependency remains. Necessity for foreign products 
involved us in the last war. It is your duty to see that no 
such necessities are the cause of our involvement in any 
next war. 

Don’t worry about foreign trade. National independ- 
ence will lead to safe and sane foreign trade, and, it is my 
belief, in a greater volume. 

It is my belief that any discussion of foreign trade is 
useless until our government sets up a set of books of its 
business relations with the world at large and with each 
foreign country as well, with a proper profit and loss state- 
ment annexed. Arithmetic is the most neglected science in 
America today. 

Third: We must throw our great development heartily 
and sincerely into cooperation with agriculture, in a utiliza- 
tion and manufacture of the farm’s surplus products, into the 
study of the crop diseases, fertilization and proper growth 
and development. I believe it lies within our power to cure 
many maladjustments of our American life. 

Fourth: We must be unremitting in our cooperation 
with medicine, until we have established the cure of cancer, 
tuberculosis, paralysis and every one of the diseases that now 
afflict us and our children. 


Fifth: Our national defense must be your ever solici- 
tous care. True and efficient national defense seems to me 
to be ever more dependent upon the development of our com- 
mercial aeronautics and commercial chemistry, working in 
cooperation. I believe that with our national policies of non- 
aggression and self-containment we can be immune from at- 
tack if we lead the world in these two scientific develop- 
ments. To me, standing armies and expensive navies are re- 
ceding in importance. We are all lovers of peace. We have 
been working each day since the last war to take the allur- 
ing profit from any foreign nation selling us our necessities, 
not only in peace but in war, and we must continue by the 
cooperative advance of these two sciences to make it clearly 
evident by that advance that it will be very unprofitable 
for any foregin nation or combination of nations to consider 
any war against us profitable in any sense of the word. 


Sixth: We must constantly guard our chemical re- 
search institutions and our education in school, college and 
post-graduate school. Competition in science with all the 
world we welcome., The great development in Russia and 
Japan, as well as Europe, only finds us more determined 
to excel in the educational opportunities offered to our on- 
coming youth who must bear the struggles of the next three 
hundred years. The Chemical Foundation is hard at work 
upon a new plan whereby we hope to be able to offer the 
opportunity to every young man of promise to earn his own 
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chemical education without interference with his scientific 
development. 

- So much for your program. A word or two in prayer 
for you. 

Your balance sheet looks well today. You are prosper- 
ous and are doing a great work. You have set a wonder- 
ful example through this depression. You have not aban- 
doned research and today a proper examination of your busi- 
ness condition will show that your industry and the in- 
dustries which have followed your example are out of the 
depression, and that the industries which have not followed 
your example are the ones crying loudly to cover up the fact 
of their own obsolescence through the lack of scientific re- 
search. 


But your books are not a complete balance sheet. Your 
trusteeship for your stockholders is not your only trustee- 
ship. There is another balance sheet which every man must 
carry in his own heart and which the leaders of every cor- 
poration and every great business, and particularly your 
corporations, must carry in your hearts and minds. On the 
asset side, and not appearing on your books, you have in- 
herited the scientific and chemical development of the ages. 
From the old alchemist to the modern chemist, from the 
Puritan, John Winthrop, Jr., to the Priest of today, Father 
Nieuwland, you have inherited the chemical knowledge 
which is the result of the long struggle of the millions of 
scientists who have lived and died in the quest for knowl- 
edge. 

1. You have inherited the fruits of the scholars of the 
ages; their privations and sacrifices you have not paid for. 
It is your obligation as you inherit that torch of truth to 
keep it burning brighter and purer and freer and safely 
transfer it to the outstretched hands of the coming genera- 
tions. This implies the support of education in our schools 
and colleges, the fostering of research, the proper compensa- 
tion and reward to the scientist and the sympathy and help 
of you all, one to another. 

The scientific personnel of your plants today, which do 
not appear on your balance sheet, constitute 100% of your 
assets and they are the result of this inherited knowledge. 
They also are the result of the school system and college 
system of America, which has been paid for not by you 
alone, but by all of its citizens, and in justice that obliga- 
tion must be repaid. 

2. You have inherited the unparalleled natural resources 
of this country, and it is your duty and obligation to see 
that they are passed on to your descendants, unimpaired and 
undiminished. 

Where use or export tends to exhaust them, it is your 
duty to create substitutes so that we may live upon the crops 
of our resources, rather than upon reckless use of irreplace- 
able capital wealth. These resources do not belong to you 
for selfish exploitation. They have been won for you by 
the wars with the Indians, by the wars with England, and 
by the World War. They have been won for you by the 
pioneers of the plains and the forests and the mines during 
the past three hundred years. But they have not been won for 
you alone. They have been won for the humblest of our 
120 million people. 

3. You have inherited at the end of three hundred years 
the markets of the 120 million American people—the mar- 
kets of that standard of living—the markets of that capacity 


to consume which is the result and achievement of the labor 
and struggle and toil, in peace and in war, of the millions 
of American citizens who have lived and fought and worked 
here, from the landing of the Pilgrims down to the present 
day. 

That consumption today accounts for 50% of all the 
chemicals consumed in the world. This market constitutes 
another 100% of your assets, and you can correctly figure 
that the consumption of chemicals is practically the same 
by each and every one of our citizens. 

This market carries the obligation on your part of con- 
tinuing to constantly raise the standard of living of each and 
every one of our people, of just and fair and generous treat- 
ment not only of the people who consume your product, but 
of the working men who help you produce it. This carries 
the obligation of ever increasing standards of purity of prod- 
uct, and lowering of prices. 

I could go on a long time singing the praises and the 
glory of American citizenship, but my voice is inadequate 
and my time is short and therefore I confine myself to the 
three—scientific inheritance, natural resources and markets. 

It is this invisible balance sheet that I am interested 
in. Yes, you are the leading industry in America today 
after three hundred years, but can you take it? Can you 
lead? 

There have been other industries in America which 
could at one time or another sit around their board and boast 
of what they had done. The railroad industry, the public 
utility industry and the banking industry are sufficient to 
call to your mind. Out of the poor have come all the great 
advances of science, of the great symphonies of music, of the 
grand dreams of artists, the thoughts and conceptions of 
the philosophers of the ages. As a chemical industry can we, 
in rich America, stand wealth? We certainly cannot if we 
lose sight of our invisible balance sheet. Let us then realize 
that in our wealth and prosperity, as we consider our obliga- 
tions, we are still in abject poverty—the glorious poverty of 
undischarged obligations, the obligations of our national de- 
fense, of raising the standard of American living, of spread- 
ing and advancing the truths of science, the obligations of 
curing disease, solving our economic maladjustment between 
farm and industry—obligation after obligation, task and 
struggle after task and struggle, until we stand before the 
Throne of God and face our final balance sheet, which will 
determine our eternal destiny. 


You executives of the American chemical industry have 
the greatest opportunity ever given to man. Each day you 
must inevitably play a larger part in the promotion and de- 
velopment of every other activity in your country. Your 
conduct can become the model in the honest treatment of 
stockholders, in the honest and just relations between in- 
dustry and labor, and between industry and government. 
You can not only lead your own industry, but, through your 
own industry, you can lead all other industries, and that 
leadership may well constitute the leadership in every far 
country in this burdened world. It all comes down to the 
personal character of a few men—perhaps it comes down 
to the personal character of one man. Any one of your 
executives in any one of the branches of this industry may 
be the one man who, by his character, his ability, or his 
inspiration determines that leadership, for good or for ill. 

In my short life I knew Trotsky as he leaned against a 
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pillar on the Bowery. I believe he misled the destiny of 300 
million people. I served under Jerome and under Woodrow 
Wilson, who I believe have set the standards of integrity in 
public office for all time. We see daily the effect in the 
world of a Stalin or of a Hitler. It is men that count. Is 


that the great lesson of personal responsibility, personal pos- 
sibility, that our Heavenly Father sought to teach us when 
He permitted His son to live the life of a man upon earth? 
—the infinite possible influence for good or for bad of each 
and every individual, high or low. 


Opposition to Amendments to AAA 


By HON. HARRY F. BYRD, United States Senator from Virginia 
Radio address over National Broadcasting System, April 22, 1935 


tural Adjustment Act that would make the Secre- 

tary of Agriculture the supreme dictator over every- 
one who produces food and over everyone who handles such 
products. The legislation died on the calendar by reason of 
the intense opposition that then developed. 


Tonight I again speak in opposition to the same legisla- 
tion dressed up a little differently and worded more adroitly 
so as to conceal the real meaning, but in Senate Bill 1807 
virtually the same proposals are now before the Senate. 

The danger today is that only one side of the vital is- 
sues now confronting our people will be presented. The re- 
straining influence of public sentiment may not be vocal 
enough to prevent the adoption of legislative policies which 
the people themselves may bitterly oppose after the full 
effects are understood. 


\ YEAR ago I opposed amendments to the Agricul- 


Never in our history have public funds been so lavishly 
spent to control the opinions of our people as now. Never 
have so many highly paid publicity agents been in the em- 
ploy of our government. And for what? ‘To influence the 
Congress to adopt legislative policies when under our rep- 
resentative democracy the swell of public sentiment should 
come from the patriotism, and the uninfluenced and con- 
sidered judgment of our citizens back home. 

In this legislation my experience of thirty years as a 
farmer convinces me that sweeping powers to license the 
farmers and all who handle food are impractical. Chaos and 
confusion to the farming industry will inevitably result. 

Throughout my public career as Governor of Virginia 
and then as Senator, my desire has been to promote the wel- 
fare of the farmers. My firm conviction is that the pros- 
perity of the farmer controls the prosperity of our nation. 
So tonight I speak as a farmer to other farmers, and only ask 
that my remarks be considered as contributing to this debate 
the position of one who has had practical experience and is 
considering the realities. 

I have great sympathy with Secretary Wallace in his 
dificult tasks. I am anxious to cooperate with him in all 
sound measures to improve the condition of agriculture, but 
| cannot vote to grant him power no official should have in a 
democratic country and no human being could effectively 
make use of. Like him, I am desirous to consolidate the 
gains agriculture has made in the past two years. The time 
has come to consider these improvements from the standpoint 
of the future so that under-consumption of our farm prod- 
ucts and the loss of our export trade may be remedied and 
thereby place agriculture on a sounder basis of prosperity. 


I say the advocates of this legislation have not been 
frank because the amendments to the Agricultural Adjust- 
ment Act are termed merely “clarifying,” when the legisla- 
tion proposed gives to the Secretary of Agriculture dicta- 
torial powers to license, upon such terms as he may deter- 
mine, not only virtually every farmer, but every handler 
and distributor of foods as well. 


Remember that the existing Agricultural Adjustment 
Act gives power only for the control of certain basic com- 
modities named by Congress, and excepting for tobacco and 
cotton where special legislation was enacted or in cases of 
voluntary marketing agreements, the control of the farmers 
by the Secretary of Agriculture is by their consent only. 
With respect to tobacco and cotton, restrictive measures can 
only be undertaken when a substantial majority of the pro- 
ducers approve. 


I have not hesitated to support legislation designed to 
assist the orderly and profitable production and marketing of 
farm products. Where a substantial majority of the growers 
of an agricultural product desire by an uninfluenced refer- 
endum to restrict production, I will support the necessary 
legislation to do so, always preserving the right of discon- 
tinuance or change when the producers desire. I mention 
this to emphasize that the original legislation was not to 
dictate to the individual farmer, but to furnish facilities to 
effect such arrangements as the producers may desire. 

As illustrative of the evil of creating a great bu- 
reauracy that uses some power as a lever to get more power, 
the legislation now requested by the Secretary of Agriculture 
gives to him arbitrary and autocratic control over the pro- 
duction and distribution of every farm product, perishable 
and non-perishable. This control will be exercised by the 
most offensive method—a licensing system where the terms 
of the license can be fixed by the Secretary, and no one can 
ship or handle food in intrastate, interstate or foreign com- 
merce without such license. I quote here the licensing pro- 
vision of the law proposed. Quote: After due notice and 
opportunity for hearing, and upon a finding by the Secretary 
that such action will tend to effectuate the declared policy of 
the Act, to issue licenses to processors, associations of pro- 
ducers, and others engaged in the handling of any agricul- 
tural commodity or product thereof, or any competing com- 
modity or product thereof, in the current of or in competition 
with or so as to burden, obstruct, or in any way affect, 
interstate or foreign commerce, which provide that such 
handling may be engaged in by the licensees only upon such 
terms and conditions, et cetera. Unquote. 
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Processing is defined (and again I quote from the law) 
“involving a change in the form of the commodity or its 
preparation for market.” The individual farmer is not 
mentioned in the licensing clause, yet, any farmer who pre- 
pares for market or handles for sale any product of his farm, 
or any association of producers, is subject to a license upon 
such terms and conditions as the Secretary may prescribe, 
or the license can be denied by the Secretary, and if granted, 
may contain restrictions which will render impossible the 
marketing of such product, as the Secretary is given broad 
authority to determine the character of the provisions of the 
license. The terms of the license could restrict production 
or specify the markets to be shipped to, or otherwise com- 
pletely control the farmer in his operation. And then, every 
handler of a food product could be likewise licensed, so that 
beginning with the farmer, a license could follow every 
article of food, down to the retail food stores and the de- 
livery wagon that carries the food to the very door of the 
consumer. Only the person who eats the food will escape 
this Federal dictatorship. Perhaps later the power of li- 
cense will be extended to regulate what we shall eat and how 
much, and save us the trouble of attending to that detail of 
our daily existence. 


Let the farmers remember that no compensation can 
be paid for any farm product excepting those named in the 
original legislation and on which processing taxes are levied. 

The failure to observe the terms of the license would be 
punishable by fines as high as five hundred dollars a day, if 
the hapless farmer were convicted. 

In the mass of regulatory legislation recommended by 
bureau chiefs at Washington, and the rapid strides our Na- 
tional Congress is making to regiment the people of our 
country, nothing before suggested even approaches the mag- 
nitude of the task of controlling by license all food prod- 
ucts from the farmer to the ultimate consumer. 

In a much discussed speech made by Secretary Wallace 
in New England a few days ago he clearly indicated his de- 
sire for great additional powers of regulation of all foods, 
yet the testimony before the Congressional committees was 
to the effect that the Department did not intend to use all 
the power requested, but desired such authority as a gun 
behind the door or a big stick. 

I have never known a bureau to have power without 
exercising it. If Mr. Wallace does not intend to use this 
additional power he should not ask Congress to grant it. 
Congress should only grant power on the assumption that it 
will be used. 

In considering the demand of the Department of Agri- 
culture for authority to assume supreme control over all food 
products, the Tugwellian philosophy of “planned economy” 
is of interest. This philosophy as outlined in the books and 
speeches of Professor Tugwell, now Under Secretary of 
Agriculture, means, first, governmental regulation of all 
business, and then, governmental operation of all business, 
and then, in the exact words of Dr. Tugwell himself: 
Quote: It has already been suggested that business will logi- 
cally be required to disappear. This is not an overstate- 
ment for the sake of emphasis: it is literally meant. Un- 
quote. 

We have before us the example of the NRA, which 
controlled industry as the AAA is now attempting to get 
power to control the farmer. What have been the results? 
























Has the governmental control of private business ever re- 
duced the cost of operation of that business or improved its 
efficiency? The NRA increased the cost of manufactured 
goods to the consumer without corresponding benefits as a 
whole to business or to labor. Under the NRA the first 
time in the history of America it became a crime to give the 
consumer the benefit of a reduced price. The antitrust laws 
are suspended to raise the price as high as the traffic will 
bear, but let a reduced price be quoted and under certain 
codes a business man may become a criminal. 


We should profit and learn by the wise system of trial 
and error. The NRA endeavored to regulate the details of 
more than seven hundred classes of businesses. If the NRA 
had confined its operation to a few basic commodities, its 
opportunity for success would have been greater. 


The AAA started out to control certain basic commodi- 
ties, and undismayed by the failure of the NRA to regulate 
all business, now wants to extend its control over all farm- 
ers, all processors of food and all handlers, by a system of 
universal licensing. In other words, we are now asked to 
NRA the farmers of America. 

The NRA has injured and in many instances destroyed 
the small business man, and a licensing system will injure 
the small farmer. Let me call your attention to a handler of 
food such as a wholesale dealer. This dealer must now ob- 
tain a license to do business from the Federal Government. 
He must be licensed by his patricular code authority under 
the NRA and then if this legislation is enacted he must get 
a third license from Secretary Wallace. How could any 
business man operate successfully with three bureau bosses, 
each with power to revoke his license to do business. The 
several licenses may even contain conflicting provisions. And 
listen to this. The cost of the several licenses, and the 
policing of the vast organization must be paid by the person 
who obtains the license, who in turn will endeavor to add 
such cost to the price paid by the consumer, or failing in this, 
the expense of this supervision will be deducted from the 
price received by the farmer. 

Imagine a farmer who grows a perishable crop waiting 
for the unwinding of the red tape at Washington, thousands 
of miles away, before he can ship a product that will spoil 
in a few hours. 

When it comes to the penalties for violation of the Act, 
the courts are set aside and the Secretary takes the place of 
both court and jury. If a license is issued in accordance 
with law, namely, to carry out the policies of the Act and 
to bring about normal economic conditions of marketing, 
et cetera—and this gives the greatest possible latitude to the 
Secretary and makes him virtually the sole judge—then his 
decision is not reviewable by the court and he has the power 
to fine those who ship without a license, and the penalty 
shall be payable to the Treasury of the United States and 
recoverable in a civil suit brought in the name of the United 
States. 

Theoretically, only Congress has the power to tax, but 
under this proposed legislation the Secretary is given the 
right to prescribe operating funds for any of his activities to 
police the farmers, and to require any licensee to pay any 
such amount in such manner and to such person as the Sec- 
retary may direct. Failure to pay what the Secretary de- 
cides is necessary will be ground for suit by the Federal 
Government. This arbitrary tax is in addition to other 
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appropriations and processing taxes provided in the original 
Agricultural Adjustment Act, and contains no safeguard 
whatsoever as to the use for which the money is to be ex- 
pended, or the number of agents to be employed or the 
salaries to be paid. The Secretary could hire as large a 
staff of policemen, inspectors, auditors and clerks as he 
desired. 

The growth of the power of Federal bureaus has been 
recognized for years as a dangerous invasion of the liberty 
of the individual. All administrative bureaus should keep 
strictly within the powers granted to them and the courts 
must be free to protect the constitutional rights of the in- 
dividual when he suffers by subjection to the arbitrary de- 
cisions or acts of a Federal bureau. 


The powers of many of these Federal bureaus are in- 
deed kingly. One reason is that authority is delegated by 
Congress to make regulations. It is very difficult for the in- 
dividual to persuade even the court to extricate him unin- 
jured when he is caught in the mesh of one of these regula- 
tions. 

In theory, unconstitutional rules and unconstitutional 
legislation will be declared invalid by the courts, but in 
practice, administrative rules of the bureau, effectively en- 
larging its powers, will be sustained unless clearly erroneous. 
Then, too, only the well-to-do citizen can finance a law suit 
to test his complaint that a great Federal bureau has invaded 
his constitutional rights. 


Even the King of England, in the old days of more 
absolute monarchy, could not enter uninvited the cabin of 
his poorest subject, and yet, many of these office holders at- 
tired in plain clothes, exercise more power under a straw hat 
than did the King of old adorned with a jewelled crown. 
Americans today must keep watch and ward over the liberty 
of the citizen to go about his own business with that degree 
of ordered freedom that has enabled him to develop here a 
strong nation of strong men happy in the enjoyment of lib- 
erty protected by law. 

When you put men in regiments and drill their steps 
you gain power in mass momentum, but you stifle the in- 
itiative of every individual who may advance the progress 
and welfare of us all if given free play to his talents and 
enterprise. "The modern American may have to surrender 
a measure of his independent action to the social necessities 
of these hard times, but he should never consent to be 
awakened each morning by the blare of a bureaucratic bugle 
and required to do his daily work to the tap of a bureaucratic 
drum. 

The very heart of our American system is the right of 
the individual to make a living unhindered by the govern- 
ment to an extent greater than is necessary to protect every 
other individual in the exercise of the same right, and to 
preserve a safe, secure and peaceful society. 

Taxes inevitably grow in burden and amount as the 
government extends its activities and increases its control of 
private business. ‘The cost of these enormous bureaucratic 
machines will become too great to be borne. They are 
rapidly becoming Frankensteins, the contrivances of ingeni- 
ous and idealistic political theorists that may grow so power- 
ful as to destroy the very right of the individual to liberty 
and the pursuit of happiness. 

Great governmental agencies, once contrived and op- 
erative, can rarely be dismantled. The thousands that are 


placed upon the Federal payroll exert an influence in Con- 
gress, directly and indirectly, that usually keeps them on the 
payroll. 

One of our greatest dangers is the enormous increase in 
the number of those who are now drawing money from the 
Federal Government. Is it fanciful to apprehend that the 
day may come when all classes of beneficiaries upon the Fed- 
eral Treasury may combine to make and maintain admin- 
istrations pledged to a progressive continuance of this prolific 
distribution of the money wrung from the taxpayers? 


Observe the outcry that is already heard against those 
of us in public life who have the temerity to declare that re- 
covery should precede reforms involving the expenditure of 
additional billions of dollars. 


The Federal Government has entered the door of every 
industry, has spied upon the operations of even the small 
fabricator; has declared that not one additional spindle may 
be added to a machine without its approval, and it is now 
proposed to license the farmers of America and the distribu- 
tion of all food. 

For more than a hundred years the courts have pro- 
claimed that the field of the Federal Government's activities 
was limited to interstate commerce, but this legislation pro- 
poses to intrude upon and govern activities wholly within a 
state. 

Many have either approved or condoned certain legis- 
lative proposals as temporary expedients to meet the emer- 
gency, but the country is now beginning to realize that the 
effort at least will be made to make permanent many 
adopted or pending legislative proposals. If so, the perma- 
nent enactment of some proposals will revolutionize the con- 
stitutional democracy under which we have developed our 
country. The sovereignty of the states and the liberty of 
the individual will alike yield to the power of the National 
Government. The Government will more and more gather 
increasing power as it adds to the beneficiaries of the national 
distribution of money. 

I think the time has come when temporary and emer- 
gency legislation should yield to sound principles. The 
country should be assured of a gradual reduction in govern- 
mental expenditures, so that within a reasonable time we 
shall have a balanced budget ; conduct of government within 
an income that will not require excessive increases in Fed- 
eral taxes; constructive efforts to regain our still diminsh- 
ing foreign markets; assurance that individuals may develop 
a business without the fear of competition in that business by 
the Federal Government, or undue interference with the rea- 
sonable control of his business so long as he acts with a 
decent regard for the rights of others. 

Recovery must be founded on confidence and must grow 
on confidence, for without confidence capital will not ven- 
ture and without new capital invested business will not ex- 
pand. There is plenty of capital available, but the con- 
fidence is lacking. The succession of many experimental de- 
vices to recapture prosperity confuses and frightens the busi- 
ness man. 

Profit is being taken out of business by putting the gov- 
ernment in business in competition with those who pay the 
taxes to operate the government. Regulation by the govern- 


ment is being rapidly expanded into competition by the gov- 
ernment. 
The way to permanent prosperity is the difficult path 
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of economy and efficiency in government, and the balancing 
of budgets of states and the nation. The people must be en- 
couraged to go the way of independence, industry, economy 
and self reliance. Business is ready to resume its forward 
march if the Congress would give assurance of sound legisla- 
tion. 

As farmers we are suffering today more from under- 
consumption and loss of our world markets than from over- 
production. Within recent years we exported 55 percent of 
our cotton, 41 percent of our tobacco, 33 percent of our lard, 
18 percent of our wheat and in addition many other products 
of the farm. We see this trade daily declining. When we 
lose a customer in business we lose him usually forever. 
Without foreign markets for our exportable surplus of farm 
products our farmers can never be prosperous. 















Some of the present policies of the Agricultural Depart- 
ment are accelerating the progressive decline of our food ex- 
ports and certainly the enormous cost of the supervision now 
proposed will add another barrier to recovery of foreign 
trade, as such cost must be included by the producers and 
exporters and makes thereby our foreign sales more difficult 
in the competition of the world markets. 

The American farmer will hail with joy a constructive 
and forceful campaign by our President to recover our ex- 
port trade, and certainly we should preserve the remnants 
now remaining. 

Only the firm and solid basis of the sound economic 
principle of the age old law of supply and demand which 
has never been ‘successfully set aside since the beginning of 
time will give our farmers real and lasting prosperity. 


Constitutional Liberty 


By HON. OGDEN L. MILLS, Former Secretary of the Treasury of the U. 8. 
Given Before The Institute of Politics, Bowdoin College on April 18, 1935 


cussion those responsible for this conference have invited 

consideration of the most vital issue now before the 
American people—in fact the most vital issue that has ever 
faced America. 

I treat the term, not in a narrow or legalistic sense, but 
as describing broadly the basic principle underlying our 
American civilization. This paper is concerned, first, with 
the value and importance of the principle in its effect on our 
way of life; and, secondly, with the conditions essential to 
its preservation. The most important of these is the wide 
distribution of property among so large a proportion of the 
families of the country as effectively to combine freedom 
and security and to fix the character of American society, 
making it neither Communist nor Fascist, but Proprietary. 

Constitutional Liberty is the cornerstone of our govern- 
mental structure. It is the heart and soul of our institutions. 
It furnished the motivating impulse that brought our nation 
into being. It is the dominant principle that has moulded our 
character, guided our destiny, and inspired our creative ener- 
gies. 

Constitutional Liberty includes both political and eco- 
nomic freedom; the twin pillars upon which we have built 
the American nation. 

These principles are challenged for the first time since 
the Declaration of Independence proclaimed liberty to be a 
natural and inalienable right, and declared the citizen rather 
than the State to be sovereign; and the American people or- 
dained and established the Constitution of the United States 
“to secure the Blessings of Liberty to ourselves and our pos- 
terity.” 

The political sovereignity of the citizen as proclaimed 
in the Declaration and guaranteed in the Constitution needs 
no elaboration. The meaning of individual liberty, however, 
demands further consideration. By individual liberty we 
have meant in this country: 

The liberty of the individual to live according to the 


I: selecting “Constitutional Liberty” as a topic for dis- 


‘aws of his being free from interference by government, so 
long as he does not transgress the rights of others; to de- 
velop truly his talents and faculties; to have freedom of 
thought, freedom of worship, freedom of speech, and free- 
dom of press; to enjoy the just rewards of his own industry ; 
to own property and to apply it to such uses as he deems 
wisest, providing that he does not use it to the detriment of 
his fellows; to make contracts that will be respected; to save 
with the assurance that his government will not confiscate his 
savings, nor reduce their value arbitrarily, nor limit their 
use; to live under a government of laws not subject to the 
tyranny or caprice of rulers or temporary majorities—in 
short, to be the sovereign citizen of a free Republic, master 
of his own destiny. 

In a world, in which these two principles of political 
and economic freedom are revolutionary, a new nation, dedi- 
cated to their maintenance, is born. It conquers a virgin con- 
tinent. It draws to its midst, by the millions, the most enter- 
prising and hardy of the peoples of the old world. It de- 
velops a civilization of its own. It grows amazingly in wealth 
and power. Its people enjoy greater diffusion of wealth, 
greater comfort, greater security, greater educational oppor- 
tunities and a higher standard of living than average men and 
women at any time, anywhere. They have unshakable faith 
in themselves, in their institutions, and in their future. For 
over six score years it is the wonder of mankind. 

Then comes a world war. It destroys millions of young 
lives, wipes out billions of accumulated savings, disrupts all 
established channels of trade and industry, uproots ancient 
civilizations, and devastates a continent. Our country can- 
not escape the shock of this universal earthquake. 

There follows a decade of desperate attempts at re- 
construction, of tragic mistakes, of halting progress, and of 
growing demoralization. Though infinitely better off than 
the rest of mankind we too make mistakes. Individually, we 
make mistakes. As a nation, we make mistakes. We forget 
the realities on which our ancestors had a strong hold. We 
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act as though the end of life was the making of paper profits. 
We are swept off our feet by an inflationary boom. We in- 
dulge in an orgy of speculation. The crash comes; and we 
join the rest of the world in the valley of the deepest and 
most prolonged economic depression known to modern times. 


As the depression grows, suffering increases and the 
hopes of many fade, men first, covertly and then openly 
challenge the soundness of the foundations upon which our 
national life has been built. They ascribe our troubles to 
the failures of individualism. They believe that the few are 
better able to direct the lives of the many than they them- 
s¢lves. ‘They have no genuine faith in democracy. They 
reject the whole conception of economic liberty with its re- 
liance on the adjustments of a free economy and on the 
unfettered energies and ambitions of countless individuals 
exercising the widest freedom of choice. They believe, as 
did the earlier economists of the mercantile school, that the 
constant intervention of the government in the economic life 
of the nation is essential. And this economic belief compels 
them to insist on an authoritarian state. Their alternative 
for what they call the chaos of individual enterprise is a 
governmentally planned and controlled society. 


This is the philosophy underlying the New Deal. It 
cannot be squared with the basic principles of Americanism. 
It is a direct challenge to Constitutional Liberty. 


It means the end of economic freedom and ultimately 
the death of democratic institutions. They inevitably break 
down under the new and unintended duties imposed upon 
them. Arbitrary power necessarily grows. It soon expands 
beyond the economic domain. Freedom of speech and of press 
disappear. The Fascist or Communist state emerges. And 
the curtain falls on the whole of the civilization inherited 
from generations who thought it worth the sacrifice of their 
lives to establish. 

“Planning”—how alluring and innocent it sounds! Who 
would not plan? Who doesn’t believe in foresight, in pro- 
vision for the future, in intelligent direction? 

Yet as a distinguished British economist, Lionel Rob- 
bins, has recently written: 

“If planning is not a polite name for giving sectional 
advantages to particular industries, what does it denote but 
socialism—central control of the means of production? A 
‘planned’ economy introduced by right-wing parties might 
for a time (until the parties of the left got control) ac- 
knowledge certain rights to the receipt of income, in the 
past associated with the ownership of property, which would 
be destroyed at the outset by a purely socialist dictatorship. 
But, if it were to be true to its name, it could not acknowl- 
edge the substance of ownership, the right of individual dis- 
posal of the actual instruments or production. For ‘plan- 
ning’ involves central control. And central control excludes 
the right of individual disposal. Nothing but intellectual 
confusion can result from a failure to realize that Planning 
and Socialism are fundamentally the same.” 

Nor, as some disingenuous advocates would have us be- 
lieve, is there any middle ground. We can have a free coun- 
try or a socialistic one. We cannot have both. Our eco- 
nomic system cannot be half free and half socialistic. Eco- 
nomic liberalism cannot function under constant and arbi- 
trary government interference. Evidence of the resulting 
breakdown accumulates daily. A civilization built upon the 


private ownership of property cannot survive the destruc- 
tion of the substance of ownership. 


The conflict is as irrepressible as was the slavery issue 
seventy-five years ago. Now as then compromises will be 
suggested. Now as then they will prove illusory. Funda- 
mentally antagonistic principles cannot be compromised. Al- 
ready we are suffering from the attempt to do so. The 
depression has been prolonged by the experiments borrowed 
from the Fascist laboratory. 


We have had a so-called planned economy for the last 
two years. The farmer has been regimented. Agricultural 
production has been controlled. Food products have been 
destroyed. To-day, we, a great agricultural nation, are im- 
porting the products that could have been grown and sold 
by our farmers. Yet the problem of excessive crops of cer- 
tain staple crops has not been solved, since the administration 
elected to keep potential production alive by withdrawing 
from production good and bad lands alike, instead of. re- 
tiring the high cost or marginal lands. 


In spite of the failures of such experiments with which 
economic history is replete, the competitive system has been 
supplanted by a sort of centralized, benign management. 

The NRA codes are charters for the elimination of 
competition. Monopolies have been fostered. Small busi- 
nesses have been harassed and crushed. Production has been 
restricted, new enterprises curtailed ; capital intimidated ; the 
heavy industries paralyzed ; and employment discouraged. As 
has been well said, paraphrasing Rousseau: “American enter- 
prise was born free under the constitution; and everywhere 
it is in chains.” 

True to the age-long error of mistaking the symbol for 
the cause of economic maladjustment, the entire price mech- 
anism has been tampered with to such an extent that govern- 
ment intervention has brought confusion on a million busi- 
ness fronts. 

In the name of planning the government has repudiated 
its expressed word; torn up its own contracts, piled up an en- 
ormous debt; diminished the value of all savings; and made 
the national currency the uncertain plaything of conflicting 
political pressures. 

We have sacrificed Constitutional Liberty to the god of 
planning, and what has it gotten us? Confusion worse 
confounded and one sixth of our population on the relief 
roll. 

As a matter of fact, ever since the war the world has 
suffered not from too little political planning, but too much. 
The war left the economic system more rigid and inflexible 
than ever before. What was needed during the period of 
readjustment was real flexibility. Yet everywhere govern- 
ment intervention tended to make rigidity more untractable. 

And at no time has the omniscience of those temporarily 
in the seats of power been so conspicuous as to fill the world 
with faith in the infallibility of governments. 

Who was responsible for the, to say the least, unfortun- 
ate Peace Treaties, the Reparations folly, the failure to ad- 
just inter-governmental debts, the devastating effects of the 
several inflations, unbalanced budgets, unstable currencies, 
exchange restrictions, quotas, and all the other devices for 
the smothering of trade, Rubber restrictions, the Brazilian 
Coffee Institute, the Sugar Control, our own Federal Farm 
Relief Agencies, the bolstering up of unsound structures, 
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the unwillingness to face the liquidation of debts gone sour, 
the mistaken management of credit and currency policies, the 
overvaluation of the British pound, the undervaluation of the 
French franc, our own departure from the gold standard, 
the Warren fiasco, and so on, ad infinitum? All have played 
an important part either in causing the depression or prolong- 
ing it. All were products of the blue print era in govern- 
ment. Whatever its faults—and no one contends it was 
free from them—the old order presents a refreshing con- 
trast. 


For a hundred years prior to the war, the economic 
system that prevailed for the most part throughout the 
civilized world had not at any time been seriously threatened 
with a major breakdown. True, there were ups and downs, 
and recurrent waves of business depression impaired the 
symmetry of a curve that moved steadily upward. But 
throughout a series of revolutionary changes in methods and 
means of production, marketing, transportation and com- 
munication, throughout immense technological improvements 
of all kinds and major shifts in population, this system 
showed an amazing capacity for adaptation and continued 
to support on a steadily rising standard of living a constantly 
growing population. The level of real incomes in Great 
Britain before the war was four times as great as in the 
Napoleonic period. In this country, from 1863 to 1913, 
production of all manner of goods increased four fold per 
capita; from 1880 to 1922, national wealth increased six 
and one-third times; while the fact that the wage-earning 
classes were deriving their full shart of these increases is 
indicated by the fact that, whereas in 1850 salaries and 
wages took less than 36 per cent, of our national income, 
in 1909 their share had risen to 50 per cent, and in 1929 
to 63.6 per cent. 


There are those who claim that, admitting the progress 
achieved, the prevailing economic system impoverishes the 
masses for the benefits of the few. Do the facts support these 
claims? I think not. 

It is a matter of common observation that wage earners 
in general have more and better goods to consume than did 
their forefathers of three or four generations ago. Private 
enterprise in the pursuit of profit has raised the standard of 
living in the American working class above that known to 
any similar group in history. Goods once thought of as 
luxuries have through use become necessities to rich and 
poor alike. Inventive genius and competitive business have 
put the radio, automobile, sewing machine, telephone, elec- 
tric light, modern sanitary facilities, and dozens of other 
miracles within the reach of millions. We must not allow 
the suffering of recent depression years to blind us to the 
great achievements of free enterprise when measured over a 
longer period. In the chill blasts of winter we may indeed 
forget the fruitful summer, yet it is the productiveness of the 
year as a whole which measures the worth of a given climate, 
not just one season. 

Careful statistical studies confirm this common sense 
conclusion concerning the long run benefits accruing to all 
classes under the American economic system. Professor Paul 
Douglas has shown that the average annual earnings of 
workers in this country increased thirty per cent in pur- 
chasing power from 1896 to 1926. That is, their standard of 
living increased nearly one-third in about thirty years. Ac- 


cording to another authority, real wages doubled in the sixty 
years from 1870 to 1929. 

We frequently hear it said that two per cent of the peo- 
ple own eighty per cent of the wealth. There are no figures 
anywhere to support any such extreme statement. Certainly 
income distribution presents a very different picture. Eighty 
per cent of the national income in 1929 went not to two per 
cent of the income receivers, but to sixty per cent. 

All this is encouraging as far as it goes. As between a 
planned and controlled economy, borrowed from the old 
world, and the Constitutional Liberty of the new world the 
case is clear enough. Yet we cannot stop here. Whatever 
progress we may have achieved we are still far short of at- 
taining the promise of American Life. 

In the present state of confusion, it is well to re-examine 
our fundamental philosophy; to reorient ourselves and to re- 
determine our true objective as a nation. 

That this should be anything but a nation of freemen is 
unthinkable. There is a spiritual quality to freedom that 
Americans will not forego. It is inseparable from human 
dignity, moral responsibility and creative power—dqualities 
that are too integral a part of our racial heritage and 
Christian civilization to be eradicated or ignored. 

We shall never willingly accept the tyranny of Fascism 
or Communism. 

Yet if Constitutional Liberty is to survive society must 
be so consituted as to be favorable to its continued existence. 
Is ours such a society? 

Now it seems clear that those, who established our gov- 
ernment on the twofold foundation of political and economic 
liberty, believed that a wide distribution of property is the 
surest basis for the continued vitality of a free state. Here 
is the inducement to watchful interest in public affairs, to 
ambition and enterprise and to a sense of family responsi- 
bility, the family then as now being the core of our social 
structure. 

If this be so, then to make our structure secure to our 
twin pillars of political and economic freedom we need to 
add a third—that of wide property distribution. 

This is not a new concept. It has always been part of 
our American tradition. Our country was populated, not 
by people seeking new employers, but by pioneers seeking 
farms of their own. Men left the old world, not merely to 
obtain political and religous freedom, but economic inde- 
pendence and security. 


It is not new, but it needs to be restated and to become 
one of the dominant purposes in our national life. 

To what extent we have succeded in living up to the 
tradition and to what extent we have failed is difficult to 
say. In spite of the figures so glibly quoted at second and 
third hand, adequate data, on which to base accurate con- 
clusions, are lacking. 


On the one hand studies of the estates of decedents 
indicate that a very large percentage of our population die 
leaving $500.00 worth of property or less. On the other 
hand the analysis of income distribution made by the Na- 
tional Bureau of Economic Research shows that in 1926 in 
terms of 1913 dollars those with incomes of $5,000 or 
less enjoyed 87.3% of the national income. We can find 
further encouragement from such figures as the following: 
In 1932, after three years of depression there were 
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more than 45,000,000 savings deposits in the United States, 
with total deposits of over $25,000,000,000. There were 
10,000,000 members of building and loan associations with 
assets of about $8,000,000,000. There were thirty-three and 
a half million of ordinary life insurance policies for a face 
amount of over $90,000,000,000. In that year the claims 
of the small savers and insurance policy holders amounted to 
approximately one half the then wealth of the United 
States. 


In 1930 the number of owned homes was 14,000,000, 
or close to fifty per cent of the homes. Of all farms, 3,500,- 
000 were operated by their owners. 


It has recently been estimated that 151 leading cor- 
porations were at the beginning of 1934 owned by 9,400,000 
stockholders. 

No one can afford to be dogmatic but these are probably 
the facts. There are many millions of our citizens—a higher 
percentage than in any other country—who have acquired 
estates in land, savings deposits, in securities and in insurance 
and so have attained security. There are many more mil- 
lions—and this is particularly true today after six years of 
depression—that have little or no property. 

It is the size of the latter group that constitutes the 
challenge to our American civilization. Theirs is the prob- 
lem we must solve in our march toward that ideal state, 
contemplated by our fathers, where freedom will be combined 
with security through the distribution of the ownership of 
property, among so large a proportion of the families of the 
country, as to fix the character of society, making it neither 
Communist, nor Fascist but Proprietary. 

There are those among us who would attempt to 
achieve immediate results by taking a simple short cut. Ac- 
cording to them, all we have to do is to take from those 
who have and give to those who have not, and the job is 
done. Every man would become a king—for a day. 

They fail to recognize: 

First, that the simple application of the principle of 
division would not achieve the desired results. It is essen- 
tial first greatly to add to our national wealth by productive 
effort. Let me illustrate. Mr. Leonard Ayers has figured 
that, if in the prosperous year 1929, there had been an equal 
redistribution of all wages, salaries, all bonuses and all the 
shares of the proprietors the average wage of the wage earn- 
ers employed by corporations would have been increased only 
three dollars a week. 

Secondly, that this violent action would render the 
ownership of property so uncertain as to destroy its value. 

Thirdly, that a distribution so attained at best could 
be but temporary in character. 

And finally and most important of all that such a 
course must either result in the chaos of complete national 
impoverishment or in universal socialism. The wealth, which 
it is proposed to divide and distribute, consists of all manner 
of productive enterprises. Their value lies in their capacity, 
as efficiently run going concerns, to produce goods, or furnish 
services. And that capacity in turn in large measure is due 
to the creative genius and enterprise that brought them into 
being, and to the skill which contributes to their successful 
operation. As monumental and dead masses of brick, mortar 
and machinery they are practically worthless. Yet when we 
begin to confiscate and divide it is to ownership of the physi- 
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cal property that we must perforce address ourselves. And by 
that very act what was valuable, alive and productive be- 
comes valueless, dead and inert. 


Let us assume that the government takes over hundreds 
of thousands of corporations, partnerships and individual 
businesses, representing every form of enterprise ; automobile 
factories, steel plants, newspapers, office buildings, banks, 
mines, packing plants, tobacco factories, hotels, moving pic- 
ture studios, department stores, mail order houses, etc.; and 
then attempts to distribute ownership in them, in minutely 
small shares, to millions of families. On what principle is 
the distribution to be made? How decide who is to get the 
fractional part of a hotel, representing perhaps not more than 
the value of a wash basin, or who the fractional part of a 
mine, auto factory or department store? To state the prob- 
lem is to reveal the practical impossibility of making a satis- 
factory distribution.: But this is not all. Assume the distri- 
bution is made. Simultaneously all of the multitudinous en- 
terprises are deprived of the services, enterprise and energy 
of the men who have built them up and whose skilful man- 
agement made them so important a part of our national eco- 
nomic life. 


This would be chaos. The supposed beneficiaries would 
receive not wealth, but ruin. 


There is only one possible alternative. Our Federal gov- 
ernment, having confiscated all these enterprises, would, as 
trustee, have to manage them. This is complete socialism. 

Any such short cut to wide property distribution means 
then either chaos or a socialistic dictatorship. 

But the ideal aim, of wide property distribution, which 
gives such weight to the movement, remains. [t can, I be- 
lieve, be attained within the framework of our American 
institutions. 

If this be our aim we must deliberately and persistently 
conform our policies to its attainment. We must do more. 
We must enlist the support of a general and all powerful 
public opinion so that our private practices as well as our 
official action will be in harmony with this dominant pur- 
pose. 

We must maintain our system of Constitutional Liberty 
and free enterprise. Experience has demonstrated that no 
other system is capable of producing the wealth and wide 
prosperity essential to success. Under Fascism, Collectivism, 
or Communism, our existing economic mechanism might be 
made to function, after a fashion, on a much lower level 
of productivity. But the dynamic power of expansion would 
be gone. Creative energy would be smothered by the inflex- 
ible mechanism of bureaucracy. We might retain what we 
have. We could not hope for more. 

We must scotch the pernicous notion that the frontier 
is closed. Ours is still the land of opportunity to those of 
initiative and industry who do not want or expect others to 
assume their responsibilities for them. We must see to it that 
the door of opportunity is not closed either by the deadening 
hand of bureaucracy or the selfish abuse of economic power. 

We must recognize that adequate distribution of wealth 
means adequate production of wealth. This means not the 
restriction of production, but the encouragement of increased 
production; not the freezing of costs at the low production 
level of a depression, but the constant lowering of costs so as 
to bring prices within the purchasing range of a constantly 
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larger group of people, thus raising real wages and the 
standard of living and giving opportunity for saving. What 
has been done in the case of the automobile—twenty years 
ago the luxury of the few, today the necessity of the many— 
is what I have in mind. 

We must vigorously apply the American innovation of 
securing cheaper and better methods of production by the 
ruthless scrapping of plant and machinery long before it is 
worn out in favor of new and better machinery—a practice 
now most unfortunately suspended. In our determined 
search for progress we must not only see that adequate capi- 
tal is available to bold and enterprising spirits, but we must 
forego the timid, and to Americans, novel doctrine, that in- 
vested capital is entitled to protection from the competitive 
process. 

Capital must accumulate for productive investment. 
Simultaneously other capital must be dissipated through the 
march of progress. 

Property is never static. It undergoes a constant process 
of either growth or decay. The best way to assure growth is 
to preserve creative energy and initiative. The best way to 
assure equitable distribution is to keep the door of oppor- 
tunity open to all. 

We must resist the creation of monopolies and encour- 
age the growth of small independent business units. When 
large aggregations of capital are necessary for low cost pro- 
duction we must seek the widest possible distribution of own- 
ership accompanied by adequate safeguards for the small 
investor and stockholder. 

We must stimulate farm and home ownership by mak- 
ing long term funds available for these purposes on easy 
terms. 

We must continue the upward trend of real wages; ap- 
ply our best thought to the stabilization of employment; 
and promote a spirit of cooperation and sense of partnership 
on the part of employers and employed as contrasted with 
the un-American doctrine of divergent interests and class 
warfare. 

We must provide against the vicissitudes of life by the 
establishment of unemployment and old age reserves. 

We must protect savings both from private exploita- 
tion and government confiscation. 





Governments must not be permitted to squander the 
earnings and savings of the people. Taxes must be based 
on ability to pay, but the principle must not be so distorted 
as to destroy existing or potential capital. 

We must give the country a stable monetary system. 

We must reform both our banking practices and bank- 
ing structure. 

We must make it impossible ever again for the entire 
credit mechanism of the country to be diverted to specula- 
tive use. We must impress on those of wealth and eco- 
nomic power that they are free to use them neither selfishly 
nor unscrupulously, but with an ever present sense of pub- 
lic responsibility. 

We must look to government regulation, rather than 
dictatorial domination, to prevent abuses. 

We must oppose the creation of an over-powering cen- 
tralized bureaucracy by maintaining the vigor of our state 
and local governments. They and not the Federal Govern- 
ment are best suited to promote social progress in a country 
as large as ours where conditions and interests are so di- 
versified and different. 

Our national polices must be such as to favor the de- 
velopment of a well rounded national economy, never 
weighting the scales in the interest of any group or section. 


Above all we must keep alive private initiative, enter- 
prise, resourcefulness and responsibility. Given these, our 
immense national resources, the industry of our people, wise 
policies by government and a dominant and universally ac- 
cepted national purpose, and what is néw a vision will be- 
come a reality. 

The immediate determination of a detailed program 
is not the real question. The overshadowing issue is whether 
the American people are determined to preserve their po- 
litical liberty and economic freedom, or to sell their birth- 
right for a European mess of pottage. 

We urge men to battle for Americanism, not in defense 
of empty rights and legalistic formulas, but because the prin- 
ciples, that have made us great in the past, hold the key to 
the future; and only through their wise application can the 
great mass of the people enjoy the well being, the security 
and the liberty which are both the bulwark and goal of a 
free nation. 
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Take the Profits Out of Patriotism 


By DONALD A. HOBART, 


National Commander of The American Veterans Association, Inc., 


Before the Finance Committee of the United States Senate, April 23, 1935 


Committee: 
I welcome this opportunity to present to this 
Committee the views of the American Veterans Association 
on the general question of the prepayment of the so-called 
Soldiers’ Bonus, as well as certain specific proposals which 
are before you concerning the method of payment. 

The members of the committee may be able to place a 
proper evaluation on the views of the American Veterans 
Association if you are correctly informed concerning the or- 
ganization itself. Our beliefs are, I believe, unique among 
veterans’ organizations. All of us are war veterans, and the 
majority have been and many of us still are, members of the 
American Legion. We are proud of that membership and 
we whole-heartedly joined in the early activities of the 
Legion in obtaining national recognition and assistance for 
the war-wounded and their dependents. We believed and 
we still believe the declaration in the preamble of the 
Legion constitution which calls for “an inculcation of a 
sense of individual obligation to the community, state and 
nation.” 

1 am not revealing any knowledge exclusively my own 
when I say that veterans’ organizations show a strong tend- 
ency to change their objectives as they grow older. Sacrifice 
gives way to selfishness; high ideals are trailed in the dust; 
power is exerted for unworthy ends. 

In common with many other members of the American 
Legion, those who are now members of the American Vet- 
erans Association felt a growing sense of alarm and indigna- 
tion at the manner in which certain Legion officials were 
undertaking to speak for all the veterans, particularly on the 
bonus question. 


M“ CHAIRMAN and Gentlemen of the Finance 


The American Veterans Association had its beginnings 
in Chattanooga, Tennessee, and is incorporated under the 
laws of that State. It was formally organized on Novem- 
her 11, 1932. Our creed is astonishingly simple. We be- 
lieve that true patriotism cannot be exercised for gain, that 
the veteran should first of all be a citizen, willing to bear 
the responsibilities that go with citizenship, and that neither 
he nor his family should be regarded as a class apart, entitled 
to special benefits merely because he has worn his country’s 
uniform. 

We believe that the government should give primaty, 
continuing, and just consideration to those wounded in com- 
bat, those suffering from injury or disease incurred, in fact, 
in line of duty, and the dependents of those killed in action 
and of those who died of wounds, injury or diseases in- 
curred, in fact, in line of duty. We believe that all other 
veterans and their families should have the same relation- 
ship to their government that other American citizens have— 
no better and no worse. “Justice to the War Wounded, 
Justice to the War Dead. Justice to the American People,” 


succinctly expresses our code. It is on these principles that 
we base our opposition to the prepayment of the bonus in 
any form. 


It is our hope that this is one veterans’ organization 
which will never stray away from its ideals. To the extent 
of our ability we have sought to protect the association’s in- 
tegrity by providing that any amendment which seeks to 
change or modify the purpose of the organization auto- 
matically constitutes a dissolution of the organization itself. 
Only war veterans are eligible for membership; only war 
veterans can vote or affect in any way the policies and actions 
of the organization. 


Much has been made in the past, and doubtless much 
will be made in the future, of the contention that the ap- 
proximately 10,000 veterans who are members of the Ameri- 
can Veterans Association represent but one-fifth of one per- 
cent of the total veterans of the World War. This we 
freely admit. But I submit that the argument has no more 
merit than the contention that the views of the House of 
Representatives are always superior to those of the Senate on 
the ground that the lower house has a much larger mem- 
bership. 

It is evident to everyone that just as we represent a 
minority of organized veterans, so does every other veterans’ 
organization. The entire number of veterans of the World 
War is less than three percent of the population of the 
United States—an insignificant minority of all the citizens. 
The largest veteran’s organization does not claim that more 
than twenty-five percent of the veterans have seen fit to join 
it. ‘Thus it is clear that no veterans group is or ever will be 
more than a minority of a minority. 

The American Veterans Association believes that there 
are compelling reasons why none of the bills which call for 
a prepayment of the bonus should be enacted. These reasons 
are ethical, financial and political, and apply with almost 
equal force to all of the proposals. There are specific ob- 
jections to various of the bills, but with your permission, I 
should like first of all to discuss all of the proposals j- -n- 
eral terms. 

Those who would pay the bonus now have made many 
arguments of a superficially compelling character on behalf 
of the needy and unemple- ed veterans. It is our judgment 
that the payment of the bonus now, or even making the re- 
maining sums available to the veterans, will be cruel and 
unfair to the class of veterans for whom the nation should 
have the greatest sympathy. 

We know that in the administration of unemployment 
relief and work relief, the nation, the states and the cities 
are committed to the policy of granting relief on the basis 
of need. The unemployed veteran who has resources in the 
form of uncashed bonus certificate will be under great pres- 
sure to obtain and use up his sole remaining assets. He is 
virtually compelled to strip his family of its sole protection 
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in the event of his death—the insurance feature of his bonus 
certificate. 

It has been everyone’s understanding from the begin- 
ning that the only ones who can qualify for the public works 
jobs to be created by the expenditure of $4,800,000,000 are 
those who are on relief—those who do not have resources of 
their own. Any other principle strikes at the heart of our 
national policy on relief. A most dangerous situation will 
be created in my judgment, if relief authorities undertake to 
discriminate by saying to the veteran: You can keep your 
assets and obtain employment on public works,” while 
saying to the non-veteran citizen: “You must prove 
your need and prove you are without resources before you 
can obtain public works employment.” But if all citizens 
are treated alike, as I belive is the intent of the relief au- 
thorities, the passage of the bonus act will be most unfair 
in its effect upon that group of veterans the country is most 
anxious to help. And when the veteran understands this 
situation clearly, when he realizes that he must continue in 
idleness and cannot qualify for public works employment 
until he has used up his bonus money, he will not consider 
that the passage of a bonus bill is an act of friendship on 
the part of his country. 

No one can speak with certainty concerning the num- 
ber of unemployed veterans. We can be positive that unem- 
ployment is not more prevalent among veterans than non- 
veterans. Concerning the veteran who is not in need, there 
is striking evidence that the average veteran occupies a more 
favorable economic status than the average citizen. 

Consider for a moment the advertisement paid for and 
printed in the March 1, 1934 issue of “Printers Ink” by the 
American Legion Monthly, the official organ of the Ameri- 
can Legion. In this advertisement the Legion contends with 
pride, after four years of America’s most devastating depres- 
sion : 

“Legionaires earn double the average income. 

“Legionaires have proved they are insurance minded— 
94 per cent of them are insured for an average amount of 
$12,050, and 84 per cent of them own automobiles.” 


When we couple these facts with the frequent assertion 
of the Legion that it is truly representative of the World 
War veterans—not a hand-selected, upper-crust aggregation 
—we can find not a trace of merit in a demand which would 
give to this privileged economic class at this time new bene- 
fits at the expense of citizens who earn only half as much. 

I think we should give heed in the consideration of this 
problem to another group of citizens, 94 percent of whom 
are not insured for an average of $12,050, and 84 percent 
of whom do not own automobiles. I refer, of course, to the 
more than 22,000,000 of our fellow citizens who today 
have only a government relief job or a dole between them 
and starvation. 

It is the belief of the American Veterans Association 
that the obligation of the government toward these unfor- 
tunate people is paramount, and that no moral justification 
can be offered for the disbursement of extra billions of dol- 
lars admittedly not on any basis of need. We believe that 
any impairment whatever of the national credit to meet the 
veteran demands strikes at the future security of all those 
whom we know the government must continue to assist for 
an indefinite period of time. 

These are the reasons why we do not hesitate to say 





that the prevayment of the bonus, despite the good intentions 
of some of its proponents, constitutes a triply-compounded 
injustice. It is unfair to the American citizen who must pay 
the bill; it is unfair and cruel to the veteran we are most 
anxious to help; it is grossly unfair to all those who are on 
relief. 

Just three weeks before the formal organization of the 
American Veterans Association, Franklin D. Roosevelt, 
speaking in Pittsburgh, clearly and courageously set forth his 
views on the financial aspects of the prepayment of the bonus. 
He said: 

“I do not see how, as a matter of practical business 
sense, a government running behind $2,000,000,000 annu- 
ally, can consider the anticipation of bonus payment until 
it has a balanced budget, not only on paper, but with a 
surplus of cash in the Treasury.” 


Since that time, President Roosevelt has on a number 
of occasions expressed additional and even more determined 
views in his opposition to the payment of the bonus at this 
time. The American Veterans Association believes that pub- 
lic opinion, including a large perce:.tage of veterans, up- 
holds and approves these statements by the President. There 
is just as great an opportunity to consider practical business 
sense now as when Mr. Roosevelt first used the phrase. The 
members of the committee know even with greater certainty 
than I do how far the government budget is from being bal- 
anced, what additions have been made to the national debt, 
and what will be the extra burden in the way of immediate 
or deferred taxes to defray the extra cost of immediate bonus 
payment. 

If it is true that without any hazard of any kind addi- 
tional sums of money can now be produced for the benefit of 
veterans, with all sincerity I would like to suggest to the 
committee that the most humane use that can be made of 
this money is to use it to increase the $30 per month pittance 
now being paid to the widows of the veterans who lost their 
lives as the direct result of war service. Here is a cause 
worthy of generosity, if generosity is within your power. 
Here is a chance to gain the approval of the American pub- 
lic and the applause of every patriotic veteran. 


The argument has frequently been advanced that the 
bonus should be paid now on the ground that the government 
is already making large expenditures, and that while so many 
people are in receipt of government funds in one form or an- 
other it is only fair that the veteran should receive his share. 
In my judgment, the fact that the government has already 
spent and contemplates the expenditure of additional large 
sums offers the most compelling reason why a new financial 
obligation should not be assumed. 

It is precisely as if it were urged that a patient who is 
desperately ill with typhod fever might just as well contract 
pneumonia at the same time, since it is quite likely that he 
will get it sooner or later. Common sense would urge that 
if these two diseases can be combatted at different times, the 
patient will have a much better chance. We believe that 
precisely the same reasoning applies to the problem of na- 
tional credit. 

Touching further upon the nation’s credit, I should like 
to quote the words of an American on this point: 

“As a very important source of strength and security,” 
he said, “cherish public credit. One method of preserving 
it is, to use it as sparingly as possible, avoiding . . . the 
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accumulation of debt... and not ungenerously throwing 
upon posterity the burden which we ourselves ought to 
bear. The execution of these maxims belongs to your 
Representatives, but it is necessary that public opinion 
should co-operate. To facilitate to them the performance 
of their duty it is essential that you should practically bear 
in mind, that towards the payment of debts there must be 
revenue,—that to have revenue there must be taxes,—that 
no taxes can be devised which are not more or less incon- 
venient or unpleasant.” 


I have quoted this paragraph from the Farewell Ad- 
dress of George Washington. We believe that is as true 
today as it was when he said it. 


I should like to comment on specific bonus payment 
measures before you for consideration, particularly the Pat- 
man bill, the Vinson bill which is favored by the Legion, 
and the bill introduced by Senator Harrison. 


Ail the inequities of which I have previously spoken 
apply directly to both the Patman and the Vinson bills, and 
each one has uniquely objectionable features. Both bills un- 
dertake to “forgive”; in varying amounts, interest which has 
accumulated on the portion of the bonus certificates already 
borrowed by the veteran. The American Veterans Associa- 
tion regards as childish any concept that this interest can be 
“forgiven,” as if an Act of Congress can cause the interest 
charges to evaporate into thin air. To remit the interest 
charges on the veterans’ loans is only to pile them on the 
public instead. It should clearly be the part of everyone’s 
knowledge that no individual, group or nation can borrow 
money without meeting the interest charges. This is just as 
true of loans on insurance polices and bonus certificates as 
it is of interest on the public debt. There is no reason that 
we can discern why a veteran should not accept the financial 
consequences of his own act in borrowing on his insurance. 
Every farmer, every home-owner, every organization and 
every business that has borrowed money from the govern- 
ment has paid interest; there is not even the shadow of a 
reason why the veteran should expect free loans from his 
fellow-citizens. 

So many warnings have been sounded by so many com- 
petent American citizens against the Patman measures to 
prepay the bonus with printing press money that perhaps 
nothing new can be added to these statements. The Ameri- 
can Veterans Association believes that any proponent of this 
bill is either careless or callous, unwilling or unable to mark 
the tragic fate of those peoples who have been forced to 
adopt such measures as Congressman Patman would have us 
deliberately embrace. It is unthinkable that this nation 
should with open eyes add the hazard of money inflation to 
those other perplexing and dangerous problems of our peo- 
ple. ‘The disinclination of the chairman to support this bill, 
as is shown by the introduction of his own measure, is re- 
assuring, and for this, the American Veterans Association ex- 
tends its appreciation. 

The Vinson bill, which has the approval of the Ameri- 
can Legion, clearly has as its basic concept the conviction 
that veterans are not primarily citizens, or that they are 
super-citizens, and that the responsibilities of American cit- 
izenship need not be assumed by them. It says in effect that 
veterans do not care how the money is obtained, and that 
taxes and national credit are meaningless words to the 
veterans, 


On the theory that might makes right, and that force 
in the form of organized numbers can be a substitute for 
ethics, it seeks to exact tribute just as surely as it was ever 
exacted from any conquered people by a superior military 
force. I am convinced that if any veteran will for one mo- 
ment think of himself as first of all a citizen of the United 
States, in that moment he will realize that he has confused 
patriotism with greed. The passage of the Vinson bill 
would make a hideous mockery of the Legion’s boast that its 
primary concern has always been for the disabled veteran. 


I should like now to address myself to the so-called 
compromise measure introduced by Senator Harrison. It 
demonstrates, in my judgment, the absolute impossibility of 
yielding even partially to the ill-considered demands of the 
veterans without setting into action a whole new chain of 
injustices and inequities. We will grant that this measure 
is a fair-minded effort to “settle” the bonus question, but in 
our opinion it promises to be mutually disagreeable to the 
veterans and the public. 

The American Veterans Association believes that there 
is no device by which Congress can pump extra value into 
the bonus certificates without shifting every cent of this 
tribute to the backs of the public. The really needy veteran 
who has already borrowed on his certificate, who has been 
led into the belief that the face value of the debt due in 
1945 should be his now, will be stimulated to new and 
vengeful activity by the passage of this bill. He will be 
justifiably embittered if he discovers, as he very probably 
will, that the availability of even a partial sum of his bonus 
will debar him for a time from public works employment. 
At the same time, the proposal of Senator Harrison piles one 
bonus on top of another for the veteran who can afford to 
hold his certificate until 1945. It makes him an additional 
grant of $115 on each $1,000 bonus—unasked for and 
unsought. 

In our judgment but one conclusion can be drawn from 
the reception which has greeted the proposal: you can not 
“compromise” just and ethical principles. We believe that 
the term “compromise” is a misnomer—that the proposal is 
nothing less than an abject and craven surrender, and will 
be so regarded by everyone. 

It is not probable that either the members of this com- 
mittee or the American Veterans Association share any il- 
lusions concerning the effectiveness or meaning of the 
“declaration of policy” against future pensions to World 
War veterans. Some of us remember the time when the 
young Legion scorned any suggestion that the veterans 
should seek a federal bonus of any kind; the passing years 
and the invention of the phrase “adjusted compensation” 
made the procedure more palatable. If you have any desire 
to test the value of a “declaration of policy,” it may be of 
interest to note that the American Legion has already for- 
mally gone on record against pensions. At the Fourth An- 
nual Convention of the Legion in 1922, the organization 
unanimously declared: “The American Legion stands four- 
square in favor of adjusted compensation and against a pen- 
sion. What is sought by The American Legion is that the 


entire nation shall meet its obligations to the service men by 
the constructive legislation proposed, and not by the creation 
of a pension system.” 

Despite this, it is a matter of common knowledge that 
there has already been introduced in the House of Repre- 
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sentatives at the request of the American Legion, the Rankin 
bill to provide pensions for a certain class of World War 
beneficiaries. 

We submit that if it is the purpose of this Congress to 
discourage future demands for service pensions, the way to 
discourage them is to refuse point-blank to pass any kind of 
bonus payment legislation at this or any other session of Con- 
gress. The veteran has not been out of the service so long 
that he will not recognize whether he is meeting genuine 
resistance or whether the line is crumbling and a retreat is 
under way. If any fact has ever been demonstrated in 
American history it is that the willingness of the veteran to 
ask for favors cannot be equaled by the capacity of the coun- 
try to give. 

In all these demands and accessions, the American 
Veterans Association sees a grave danger in the future. 
When the time comes that the citizens feel the full effects 
of new and heavier taxes, larger debts or inflation, it will 
only be human for them to try to place the responsibility for 
their plight. 

The veteran is likely to be the most conspicuous target. 
The mass anger of the public is rarely discriminating in its 
desire for a victim or in its cry for economy. We foresee 
the grave possibility that the innocent sufferers will be those 
veterans who were disabled in action, and the dependents of 
those who lost their lives as the direct result of war service. 
Nothing could be more tragic than this: that the able-bodied 
veteran who lost nothing in the war, should by his incon- 
siderate demands bring about a situation which would make 
life even more unbearable for those who should be the na- 
tion’s first responsibility. 

We believe that those who may be primarily consider- 
ing the question of bonus legislation from a political stand- 
point are overestimating the capacity for loyalty and grati- 
tude of those it is desired to placate. We believe that at the 
same time they are underestimating the determination and 
fervor of that share of the public which is now aroused in 
opposition to such action. 

The Harrison bill, with its declaration of policy against 
pension legislation, in our judgment, can only serve to incite 
the already misguided veteran. If he is convinced that he 
has not received all that he should in the way of a bonus, and 
if there is any indication on his part to seek a pension, he 
will be under a strong compulsion to defeat for re-election 
all those who have bound themselves by this declaration. 
Other candidates who are not committed against pension 
legislation will naturally be favored by such veterans. 

Senator Harrison has characterized the bonus problem 
as “troublesome” and “vexatious.” In my judgment it is 


troublesome and vexatious in the same way that the Tripoli 
pirates were when they exacted tribute from American cit- 


izens. To our shame it must be said that America paid for 
a time, and then our citizens asserted their moral judgment 
by rallying to the cry “Millions for defense, not one cent for 
tribute.” 

We believe that a similar American judgment on the 
question of continuing to pay tribute to the veteran is rapidly 
being formed. There has lately been witnessed in this coun- 
try a rising demand to “take the profits out of war.” ‘The 
American Veterans Association believes an equivalent and 
just as forceful demand is taking form to “take the profits 
out of patriotism.” 

Thousands of letters have come to us, from citizens in 
all walks of life—workers, farmers, business men, profes- 
sional men and women, veterans and non-veterans. These 
citizens have united in commendation of our stand in op- 
position to bonus prepayment, and in their communications 
there are evidences of determination and courage to enlist 
in the fight of the American Veterans Association to keep 
some honor in the term “veteran.” 

The whole bonus problem brings sharply to the fore 
some very simple and forceful questions: 

Is the veteran first of all a veteran or is he first of 
all a citizen? 

Is this a government of the veterans, by the vet- 
erans, and for the veterans? 

Are the selfish demands of a portion of three per- 
cent of our people to take precedence over the rights of 
the remaining 97 percent? 

The members of the American Veterans Association are 
first of all citizens. As citizens we ask that you defeat this 
class legislation, and ask that your reject every kind of a 
bill providing for the prepayment of the bonus. As veterans 
of the War, we ask that you help us to remind all veterans 
of those principles of patriotism and the ideals of citizenship 
which they once held. 

If you agree that it is desirable at all times in the 
United States to further the tenets of good citizenship, I ask 
the members of the Committee to reflect that several million 
veterans and many million more Americans may be guided 
aright in their concept of what constitutes good citizenship 
by your actions on these bonus bills. 

I submit that, important as the veterans may be, all of 
us are something else first. We are American citizens before 
we are veterans. 

Can you, as American citizens, in the full knowledge 
that 22,000,000 of your fellow-citizens are completely de- 
pendent upon some kind of public relief, and when the 
widow of a veteran killed in action is entitled to compensa- 
tion of only $30 a month, justify the payment of over 
$2,000,000,000 to three percent of the population of the 
country, without regard to need or disability? 
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Finance and Economics 


By HON. HAROLD L. ICKES, Secretary of the Interior and Administrator of Public Works 


Before Wharton School of Finance and Commerce, University of Pennsylvania, Philadelphia, Pa., Monday April 15, 
1935, broadcast by Columbia Broadcasting System. 


of the Budget of the United States, had the pleasure 


A MONTH ago Lewis W. Douglas, former Director 


that I am experiencing at this moment, of speaking 
to you on a subject of absorbing public interest. May I say 
at the outset that my very pleasant association with Mr. 
Douglas during the time that we were fellow members of 
the Government not only gave me a very real liking for him 
personally, but a feeling of profound respect for his ability, 
his patriotism, and his essential integrity as a man and a 
citizen. I want to add that in the field of economics and 
finance Mr. Douglas’ attainments are far superior to mine. 
| have never laid claim to an economic mind. So, in dis- 
cussing today some of the propositions advanced before this 
same audience by Mr. Douglas, I do not want to be under- 
stood as speaking either with special knowledge or with any 
assumption of authority. 

I am approaching the question raised by Mr. Douglas 
purely from the point of view of the average man. As my 
justification for so doing 1 would like to plead that, after all, 
questions of finance and economics under our Democratic 
form of government must in the final analysis be solved in 
the interest of the average man by the average man. As a 
nation we will go up or down on the basis of our solution 
as a people of these and allied questions. It would, there- 
fore, do those of you who are students of economics and 
finance no harm to put on the glasses of the average man, 
however blurred they may be, and through them seriously 
look with me at some of the questions in which your welfare 
and mine are inextricably bound up. 

In summing up his very able address to you, Mr. Doug- 
las said: ‘‘What is the function of government—to destroy 
the many for the few or to protect all?” The answer, of 
course, is implicit in the question which was artfully, al- 
though legitimately, put to instill in the minds of his hearers 
the thought that, of course, the function of government is 
to protect all and that, in protecting all, one must not de- 
part by so much as the fraction of an inch from those 
laissez faire economic policies which, if they were not re- 
sponsible for the dolorous state in which we today find our- 
selves, at any rate offered no obstacle to the catastrophe that 
overwhelmed us in 1929, nor since that date, have availed 
to save us from its consequences. 

The penultimate paragraph of Mr. Douglas’ address 
contained this language: ‘Which is the more brutal? To 
spend recklessly, extravagantly for the benefit * * * of ten 
millions * * * or to spend conservatively for the purpose 
of protecting the entire population?” 

I take it that the “ten millions” referred to by Mr. 
Douglas constitute the army of unemployed persons in the 
United States today. I do not know whether his figures are 
accurate or not. The more or less expert estimate the num- 
ber of the unemployed variously at from ten to twelve mil- 
lions or even higher. But these ten millions, if we accept 


Mr. Douglas’ figures, do not constitute the total of those 
who are suffering from unemployment. These ten millions 
have dependents, and therefore should be multiplied by not 
less than two, if we choose to be ultra-conservative ; or, more 
probably, by three or four, in order to arrive at the whole 
number of those who are either out of work themselves or 
dependent upon those who are unemployed. Now I say that 
the suffering of twenty to thirty millions of people, even out 
of a total population of one hundred and twenty-six mil- 
lions, is not lightly to be ignored by a government whose 
function, according to Mr. Douglas’ eloquent peroration, is 
“to protect all.” Be it observed that Mr. Douglas exhorts 
us to protect the one hundred and twenty-six millions, even 
if his ten millions have to be sacrificed, by some method that 
he hints at but does not explain. Listen again to his rhetor- 
ical question which is worth repeating: ‘Which is the more 
brutal? To spend recklessly, extravagantly for the benefit 
* * * of ten millions * * * or to spend conservatively for 
the purpose of protecting the entire population?” Be it 
noted that Mr. Douglas apparently thinks we are “benefit- 
ing” people if we merely refuse to permit them to die of 
hunger or privation. 

By what method would Mr. Douglas “protect the en- 
tire population?” He does not say. What effective step 
does he suggest that we take in this emergency besides giv- 
ing up enervating hot baths? The record is silent on this 
point. Mr. Douglas’ address was full of admonitions. We 
mustn’t do this; we mustn’t do that. Don’t, don’t, don’t; 
and especially don’t let our hearts grow commiserate as we 
contemplate the miseries of the ten millions of unemployed. 
If he made a single affirmative suggestion of a policy de- 
signed to correct or even to ameliorate the distressful condi- 
tion in which we today find ourselves, it escaped my notice. 
Deep student that he is of economics and of government, he 
offered us no alternative remedy. Undoubtedly if he had 
known what we might do in order to set satisfied feet on 
the path of economic recovery he would have told us. 

We have heard much of balancing the budget. We 
have been told many times, and never more forcefully than 
by Mr. Douglas, that an unbalanced budget will not only 
destroy our currency but will undermine our liberties. No 
one will dispute that these dreadful forebodings may turn 
out to be true prophecies if our budget is too seriously un- 
balanced over too long a period. And yet, in the absence of 
any statement from Mr. Douglas as to what measures he 
would adopt to bring about economic recovery, I am won- 
dering whether, if it is the function of government, as he 
says, “to protect all,” we are not justified in drawing some- 
what upon our credit to provide at least a minimum of food 
and shelter for our unemployed and to restore motion to 
the idle wheels of industry through the employment of labor 
on useful public works. 

Suppose any one of you should fall upon evil days; you 





May 6, 1935] 





Vital Speeches of the Day 





501 








lose your job or you have a long period of illness. No longer 
do you have an income to support you, but happily when you 
were able to work and had work to do you laid something 
aside. It is your reasonable expectation that your unemploy- 


ment will be only temporary. In such circumstances what 
do you do? Do you heroically say to yourself: “Since I 
have no income I will not eat? I will not call in a doctor? 
I refuse to unbalance my budget? I firmly decline to cut 
down my surplus in the savings bank? I am chock full of 
the old virtues? I prefer to die heroically rather than to 
pay for food or medicine out of my capital ?” 

Or take a business, even a great one. During its days 
of prosperous activity, if it is a well-managed business, it 
does not pay out all of its earnings in dividends to its stock- 
holders or even in salaries and bonuses to its officers. It ac- 
cumulates a surplus. A period of depression comes and the 
business is faced with the choice of losing its customers, of 
discharging all of its trained personnel or of drawing upon 
its reserves. Is there any doubt what this business will do 
even under our laissez faire economic system? Not the 
slightest. The officers and the directors will reason that re- 
serves were accumulated just to tide over such a situation as 
this. 

Even if the ind‘vidual temporarily out of employment, 
or the corporation for the time being fallen upon hard times, 
has no savings, each will use his credit in such circumstances 
as I have described up to the limit of that credit. There is 
no thought of insisting upon a balanced budget either for 
an individual or for a private corporation in times when in- 
come has temporarily ceased, if there are reserves or credit to 
draw upon. Yet it is demanded in many quarters that the 
Government in a time of national calamity refrain from do- 
ing what an individual or a business concern does as a 
matter of course when misfortune comes. 

After all, a nation is an aggregation of individuals. No 
sane man would advocate an unbalanced national budget as 
a permanent policy. Such a course would in time produce 
all of the dire results foreseen by Mr. Douglas. But I insist 
that it is just as proper for a nation in such a time as this 
to draw on its reserves and its credits, if necessary to save its 
people from starvation and bring about economic recovery, 
as it is for an individual to draw on his reserves and his 
credit in order to tide himself over evil times. That is what 
reserves are for. That is what credit is for. In this con- 
nection may I say that I may not agree with Mr. Douglas 
that even such a crisis as this will not justify an unbalanced 
budget, but I am in hearty accord with his remark that 
“man has a peculiar ability to lose his sense of proportion.” 

Mr. Douglas insists that a Government budget is un- 
balanced if its total expenditures in any one year exceed its 
income, even if the expenditures over and above the amount 
matched by income are capital expenditures. In other 
words he would not permit any investment in permanent 
improvements by the Government unless it is charged 
against income. Yet he suggests no such rule for the in- 
dividual or for the private corporation. Rarely, if ever, does 
a private business pay for capital expenditures out of in- 
come. It uses its income to meet current expenses, to pay 


interest and dividends and even to build up a reasonable sur- 
plus. The practice of many corporations in the past has been 
to issue new securities against large surpluses and give these 
securities as stock dividends to its stockholders. When it 


contemplates an additional plant, the average corporation 
raises the necessary funds by selling its securities. Rarely, 
if ever, is a capital expenditure budgeted by a private busi- 
Mess concern as a current expense to be met by current 
income. 

Just why American business men, who boast themselves 
to be the ablest in all the world, should not insist upon keep- 
ing their own capital expenditures within current income 
when they demand that the Government do so, is something 
that my average mind is unable to grasp. 

Mr. Douglas and those who think along the same lines 
with him are in complete agreement that in order to pull 
ourselves out of this depression we must give people who are 
able and willing to work an opportunity to do so. To do 
this requires the investment of capital, particularly in the 
heavier industries. ‘Their reasoning seems to be along this 
line: business must be stimulated; only the investment of 
money can stimulate business; banks and private individuals 
possessing funds refuse to invest; the Government alone has 
both the money and the will to stimulate business; therefore 
the Government must not spend any money for this purpose 
but, on the contrary, must keep strictly within its budget. 

This line of reasoning, in addition to its absurdity, 
would seem to me more inevitably and inexorably to lead to 
the destruction of the America that you and I have known 
and loved than the course that the Government is pursuing, 
which is that of stepping into the breach and, to some ex- 
tent at least, making an effort to stimulate business and thus 
bring about economic recovery. Exponents of laissez faire 
as well as those who advocate the policy now being fol- 
lowed by this administration under the leadership of Presi- 
dent Roosevelt are in perfect agreement as to the necessity 
of a greater circulation of money if there is to be a busi- 
ness recovery. The New Deal, however, is not afraid to 
follow through to the inevitable conclusion that if private 
capital will not perform its function, public capital must and 
will. We will not adopt a defeatist attitude. We decline 
to run away from logical facts. If the circulation of money 
alone will restore health to the economic system and only 
the Federal Government is both able and willing to provide 
that money, then the Federal Government must and will 
provide it. 

Those who would balance the budget at once without 
regard to consequences seem to forget that if our national 
debt is considered large at the present time it is largely so 
because the administrations during our prosperous years fol- 
lowing the war adopted a policy of tax reduction rather 
than one of vigorous debt reduction. It should be kept in 
mind that about half of our national debt has been carried 
over from the war. Failure to reduce this indebtedness as 
rapidly as it should have been done during the days of 
plenty appears to have been overlooked as one of the causes 
of a present unbalanced budget. 

The budget balancers also ignore the fact that expendi- 
tures for capital improvements result in increasing the whole 
level of incomes, and therefore broadens the tax base, which 
is the foundation for Treasury revenues. That this is true, 
there can be no doubt. Treasury receipts for the first quar- 
ter of 1935 were 21.6 percent higher than for the corre- 
sponding quarter of last year and income tax payments were 
from 35 to 40 percent higher. 

There are many other factors to be considered in this 
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situation that are just as imporant as an immediate balanc- 
ing of the budget. Not the least of these is the morale of 
the American people. To my way of thinking, it is more im- 
portant in these times to preserve the morale of the people 
than it is to balance a set of books. 

There is still another way of looking at this problem. 
The reservoir of money in the country must be tapped for 
life blood to infuse into the veins of industry in order to 
combat the pernicious anaemia from which it has been suf- 
fering. There are two sources through which this life blood 
can be obtained; one is private capitalism and the other is 
the Federal Treasury. If one source is clogged, then, if the 
patient is to be saved, the other outlet must be resorted to. 
After all, in theory, does it make a great deal of difference 
which faucet is turned on in order to get this money into 
circulation? It is the same money regardless of its deposi- 
tory. It is the wealth of America, the accumulation of the 
brawn of the workmen of America, as well as of the brains 
of the capitalists of America. 


Mr. Douglas, from the remarks he made here, is no 
more reconciled to the Public Works program of the Federal 
Government than he was as Director of the Budget. He 
says: “The huge obligations entered into on account of Pub- 
‘lic Works, even if no further appropriations for Public 
Works are made, will continue for many years to constitute 
tremendous drains on the Federal Treasury.” Imagine a 
Board of Directors of a great corporation declaiming against 
the expenditure of money for the building of a badly needed 
fabrication plant because the obligation, if entered into, 
“would constitute a tremendous drain upon the resources of 
its treasury.” This is not merely laissez faire; it is economic 
sclerosis. Needed or useful capital expenditures constitute 
assets and not liabilities. And at what better time can capital 
be put into permanent improvements than in a time of de- 
pression when building is comparatively cheap and the em- 
ployment of men will contribute to economic recovery? 

If an investment in a permanent improvement consti- 
tutes an economic burden, then no addition to plant equip- 
ment would ever be justified. As a matter of fact, the pur- 
suit of this doctrine to its logical conclusion, would inhibit 
not only additions to the plant, but the initial building of 
the plant itself. It would mean that a man should not de- 
posit money in a bank because the banker might lend it to 
an industrialist to increase the operating capacity of his 
factory. The only sound course to pursue would be to tie 
it up in the traditional sock and hide it under the mattress. 


Many billions of dollars could properly be spent in the 
United States on permanent improvements. Such spending 
would not only help us out of the depression, it would do 
much for the health, well-being and prosperity of the people. 
I refuse to believe that providing an adequate water supply 
for a municipality or putting in a sewage system is a waste- 
ful expenditure of money. Any money spent in such fashion 
as to make our people healthier and happier human beings 
is not only a good social investment, it is sound from a strict- 
ly financial point of view. I can think of no better invest- 
ment, for instance. than money spent to provide education 
and to safeguard the health of the people. Sound and welli- 
trained minds in sound bodies would add more to the actual 
prosperity of this country, measured purely in money values, 
than anything I can think of at the moment. 


It need not be explained again that the Government em- 
barked on the Public Works program because of the coward- 
ice of private capital and its refusal to come out from under 
the bed. Something had to be done about the depression 
if we were ever to shake it off. And fortunately the great 
majority of the people wanted to do something about it. 
They wanted to march out and engage the enemy in hand-to- 
hand conflict. President Roosevelt had the same impulse, 
and immediately after his inauguration he set out to engage 
in mortal combat as insidious and as relentless a foe as a 
champion has ever faced. 

Among the measures promptly advocated and as prompt- 
ly put into effect under the National Industrial Recovery 
Act was a program of public works. Without an organiza- 
tion, without a plan, with no precedents out of the past to 
guide it, the Public Works Administration, launched almost 
over night, was charged with the duty of expending the 
enormous initial sum of $3,300,000,000, to which amount 
$400,000,000 more were added under the Deficiency Ap- 
propriation Bill of 1934. 

In spite of inevitable delays, due to the strangeness of 
the task, the necessity of building up a strong organization 
capable of handling the job and the difficulties on the part 
of local governmental bodies in overcoming legal and finan- 
cial obstacles in actually putting the money to work, the 
program has been carried out with due speed. No favorites 
have been played in the expenditure of these funds. Politics 
have been rigorously excluded. As competent and qualified 
a staff as can be found in any private organization was built 
up on the basis of character and ability alone. 


The money has been allotted without any scandal re- 
flecting on the Government. We have regarded these funds 
as trust funds and we have surrounded their allocation and 
disbursement with every possible safeguard. We have never 
hesitated to expose any intended misuse of this money or to 
cause the heavy hand of the law to be laid upon those who 
attempted to make an improper use of it. Our vigilance has 
brought to the bar of justice a number of men, Democrats 
as well as Republicans, some of them holding high public 
office, with the result that the country is thoroughly per- 
suaded that the Public Works fund is as graft-proof and is 
as efficiently managed as it is possible for a human institu- 
tion to be. 


No fair-minded person would expect that the expendi- 
ture of $3,700,000,000 on public works by the Government 
would employ as many men or accomplish anything approach- 
ing the beneficial results of the customary annual expenditure 
in this country on construction prior to 1929. The total 
volume of construction work in normal times in the United 
States is not definitely known, but various experts have esti- 
mated that in the peak years of the 1920’s from eleven to 
fifteen billions of dollars were spent each year. Yet captious 
critics have sneeringly accounted PWA a failure because its 
comparatively small appropriation spent over a two-years pe- 
riod, did not have the same stimulating effect on business 
and industry as did an annual sum many times greater dur- 
ing the pre-depression years. 

Yet I know that as a result of PWA 109,600,000 man- 
weeks of employment have already been provided. Of the 
19,000 PWA projects, 17,000 have been completed or are 
under construction, with 11,500 of them actually finished 
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and in use. On practically all of the remainder, contracts 
have been let and construction is ready to go forward. Over 
two million persons have had direct employment at the sites. 
Many millions more, employed in mills, factories, quarries, 
forests or in transportation services have benefited indirectly. 

Mr. Douglas must know, but he did not tell you, that 
many of our projects are self-liquidating; that more than a 
billion dollars will be returned to the Government with in- 
terest, and that the Government is protected by collateral on 
approximately three-fourths of the reimbursable amount. 
Nor did he make it known to you that already PWA has 
sold approximately $75,000,000 worth of bonds taken by it 
to secure advances on construction projects, at a profit to 
the government of more than a million dollars. 

In view of the record, it is, of course, absurd for any 
one to say that PWA has been a failure because it has not 






taken men off of relief rolls and put them onto payrolls. The 
real difficulty has been that not enough money has gone into 
the Federal PWA program. You cannot do the work of 
fifteen billion dollars a year with three billion seven hundred 
million spread over two years. Some people either expected 
too much or they cannot forego even a poor opportunity to 
criticize. 

Lacking divine power, the Administration could not 
perform a loaves and fishes miracle. Fortunately, Congress 
has just made an appropriation for the continuation of the 
public works program. The country may be assured that we 
are not turning backwards. We are not even halting in our 
tracks. We are driving straight forward, our hands on the 
plow, following the furrow that we hope and believe will 
turn the soil for such a harvest as will add to the peace, 
prosperity and happiness of the people. 


Some Fallacies Impeding Currency 
Stabilization 


By BENJAMIN M. ANDERSON, JR., 
Economist of The Chase National Bank of the City of New York 


Delivered before The Association of Foreign Press Correspondents at the Fifth Avenue Hotel, New York City 
on April 18, 1935 


OST informed men recognize the vital need of cur- 
M rency stabilization. ‘That the accomplishment of 
this is difficult everyone, of course, must recognize, 
the chief difficulties being political. But it is important that 
we should not impede our progress by artificial difficulties 


through the acceptance of certain widely current fallacies. 


One fallacy is that we must wait until currencies can 
find their “natural level,” and that we must experiment with 
different rates of exchange until the natural level is found, 
or that, avoiding conscious and deliberate experimentation, 
we should simply “let nature take its course” until a natural 
level is found. This natural level is supposed by many to 
be dictated by comparative commodity prices in different 
countries—the so-called purchasing power parity—and the 
theory is that if time enough is given, exchange rates will 
find a level dictated by the comparative purchasing powers 
of the various countries and that it can then be stabilized. 

I regard this doctrine as wholly fallacious. There is no 
natural level for an unanchored paper currency. Except as 
paper money is redeemed in gold or as the issuing authority 
protects it by operations in the foreign exchange and gold 
markets, there are no pars or parities. Unanchored paper 
money is at the mercy of every rumor, of every shift in pub- 
lic opinion. 

The idea that rates in the foreign exchange markets 
are controlled by movements in the general averages of com- 
modity prices is an especially absurd notion. The effect can- 
not precede the cause in time. But factors affecting the 
value of money manifest themselves first in the most highly 
sensitive and active markets. The foreign exchange market 
is one of the most sensitive and alert markets known. The 
general markets for commodities are much slower in their 





reactions. Factors affecting the value of money manifest 
themselves first in the foreign exchange markets and then, 
with a lag—which may be a very long lag indeed when 
foreign trade is choked—in the commodities markets. 


But a further vital objection to this notion, particularly 
where the currencies of great nations are involved, is that 
every change in the gold value of a great currency, particu- 
larly a currency of such international importance as sterling 
or the dollar, creates fresh fears and disturbances throughout 
the world. If we try to shift the gold value of our dollar 
or of sterling, with a view to getting a more exact equilib- 
rium, we upset the existing equilibrium all over the world. 
As long as a great currency is left unanchored, it is certain 
that it will shift in unpredictable ways and make frequent 
disturbances in world equilibrium. Far from believing, 
therefore, that waiting will produce a better situation from 
the standpoint of “natural levels,” I am convinced that wait- 
ing will create more disequilibria. The quicker each great 
nation settles this matter definitely, the better it will be for 
that nation and for the world as a whole. 

There are men who urge that currency stabilization 
cannot be accomplished until tariffs are reduced, quotas and 
other trade restrictions are eliminated, foreign exchange con- 
trols abandoned, interallied debts settled, and the like. On 
the other hand, there are men who urge that we cannot 
lower tariffs or settle interallied debts or relax other trade 
restrictions and exchange restrictions until currencies are 
stabilized. Each can present a plausible case for his proposi- 
tion, and the element of truth in the case of which I shall 
recognize in a moment. There are those who hold, for 
example, that their country can do nothing until other coun- 
tries cease their follies with respect to many of these matters, 
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and who declare all action premature until other countries 
recover their sanity. 

It is emphatically true that all these matters—currency 
stabilization, lowering of tariffs, elimination of other trade 
restrictions, elimination of exchange restrictions, adjustment 
of governmental debts and the like—are intimately related, 
and it is emphatically true that if only one of these problems 
existed its solution would be easy. But it is not true of any 
one of them that the others must be settled before it can be 
taken up and dealt with. The fortunate fact is that progress 
made in solving any of these problems makes it easier to 
solve all the rest. 

The connection between currency and tariffs and other 
trade restrictions is very close. If only gold is free to move 
across international borders in payment of international 
debts, the countries with the greatest scarcities of gold are in 
a very difficult position, and all debtor countries, except those 
most favored with gold supplies, are under pressure. If, 
however, goods also can move across international borders 
with reasonable freedom, then the pressure on the gold stocks 
of debtor countries is enormously lightened, and the gold 
supply of the whole world becomes much more adequate. 
Tariff reductions, therefore, particularly by the great cred- 
itor countries, would, in effect, greatly increase the gold 
stocks of the world and would greatly facilitate currency 
stabilization. 

On the other hand, however, the greatest incentive to 
the erection of trade barriers has been currency depreciation 
and the threat of further currency depreciation. I think that 
a great contribution would be made toward creating a fav- 
orable atmosphere for the reduction of trade barriers by 
stabilization at a definite and definitive rate to gold, by even 
one great nation. And so with the other problems. The 
solution, or partial solution, of any one of them would help 
in the solution of every one of them. It is, of course, for the 
great countries and the creditor countries to take the lead. 
The desirable thing, and the thing that would be done in a 
thoroughly rational world in which nations recognize the 
essential fact that a rich and prosperous neighbor is a good 














customer, would be to settle all these things at once in a 
single solution at a great international conference. The 
practical difficulties are so great that we know now, as we 
found out in the period following the great war, that these 
things must be done piecemeal and not all at once. The 
greatest fallacy of all is that of holding back for a complete 
and perfect solution. 


With respect to these matters, while my own country 
has not done nearly as much as I should like to see done, 
I call attention to three very definite achievements which we 
have made by way of contribution to the international set- 
tlement since the beginning of 1934. (1) We have def 
nitely, though not definitively, anchored our currency to a 
fixed weight and fineness of gold at 59.06 per cent of the old 
gold par. I should feel much better if this anchoring had 
been fixed in our law and in our public declarations as a final 
act, but, at all events, we have maintained it unchanged 
since early 1934. Gold will be sent out of the country in 
protection of the standing of our dollar abroad, and new 
dollars will be issued against the receipt of gold from abroad 
and newly mined gold in the country. The step is incom- 
plete, but it is definitely progress. (2) In the second place, 
we have authorized our President and Secretary of State to 
negotiate reciprocal tariff treaties. Our State Department 
is working steadily and with some real results in this di- 
rection. (3) In the third place, we have removed all of our 
exchange restrictions. We have once more a free foreign 
exchange market and freedom in the international move- 
ment of capital. I have no disposition to make comparisons 
of our own attitude with that of any other country. Other 
countries are trying to make progress in these matters or 
trying to hold existing positions, and men of insight in every 
country are laboring tremendously in the effort to do more. 
In all countries, men who seek these objectives find their 
greatest obstacles in the fears of those who are concerned 
with single industries or single special interests. If national 
interests alone could control national policy, the problems 
would have been solved long since. 

















‘“‘The scheme of Vital Speeches is an excellent 
one; and the periodical is a boon to every per- 
son who takes an intelligent interest in public 
affairs. It gives the reader in convenient form 
the best and most important addresses of the 
leading publicists of the United States.”’ 


SIR JOSEPH CHISHOLM, L.L.D. 
Chief Justice of Nova Scotia 
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Recovery Through Alchemy 
or Chemistry P 


By WILLIAM B. BELL Chairman, American Cyanamid and Chemical Corp. 
Delivered to the American Chemical Society, New York, April 24, 1935 


my remarks amuses me,—knowing, as I do, that 

perhaps no one in this room knows less about chemis- 
try than I do. Therefore, I shall take the precaution, in a 
gathering of such distinguished chemists, to keep as far away 
from chemistry as possible. 

With the subject of alchemy, however, I am in a much 
stronger position. I doubt if any of you know more about 
alchemy than I do; because I took the precaution to look it 
up in the dictionary only a few days ago. Alchemy is there 
defined as “The immature chemistry of the middle ages 
characterized by the pursuit of the transmutation of base 
metals into gold, and the search for alkahest and the pana- 
cea.” That is the first definition given. The second is, 
“Any cunning, mysterious, or preternatural process of chang- 
ing the structure or appearance of things.” 

In the light of these definitions, need I point out to 
you that recovery in this country, so far as it has been 
planned during this present depression, has been attempted 
through alchemy ? 

But to get down to detail. What was the Alkahest? 
The Alkahest was “An imaginary, infallible solvent.” The 
Panacea was “A pretended remedy for all diseases.” 

I believe it will pay us to study current experiments in 
alchemy. 

In this room there are men, each accustomed to deal 
with facts in an orderly, logical, scientific way. You gentle- 
men head large research organizations and, by experience 
in the analysis of facts and theories, are in a position definite- 
ly to contribute to a sound program for recovery. 

Let us together, therefore, appraise some of the infall- 
ible solvents and universal panaceas with which we have, 
thus far, been bewildered. If from this room go forth a 
group of leaders—of leaders in chemistry, the leading science 
—with a firm grasp on the thread that will guide us out of 
the political and economic labyrinth in which we now wan- 
der, this nation will be in a fair way to recover. 

The panacea with which today we are most befuddled 
is National Planning. And why? The charge is made that 
industry failed to plan properly, that it invested enormous 
sums in over-capacity, that it became obligated to pay inter- 
est or dividends on these investments. In order to do this, 
industry, so it is claimed, now grinds the face of labor or 
fails in its obligations to investors or robs the consumer or 
does all three of them. For all this, so we are told, the 
proper remedy is to turn all industrial planning to the politi- 
cians and thus attain perfection. 

Let us look first at our alleged over-capacity. It exists 
in railroads, coal mining and oil. Perhaps it exists in a few 
other industries. But in most industries, no. For example, it 
does not exist in shoes, assertions to the contrary notwith- 
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standing. Contrary to the oft repeated statement that our 
capacity in shoe production equals 900 million pairs per 
annum, or an over-capacity of 600 million pairs above a nor- 
mal demand of 300 million pairs, the fact is that, during the 
pick-up in the spring of 1934, production in March reached 
35,600,000 pairs, or at the rate of 427,000,000 pairs per 
annum and that this demand for three months actually over- 
taxed the entire capacity of this country to make shoes. 


The Brookings Institute studies show that, based on the 
average of demand from 1923 to 1929, there has been at no 
time, and there is not now, more than twenty per cent aver- 
age over-capacity in all fields of industry combined, including 
railroads, coal mines and oil, as compared with the average 
of demand. In obtaining these figures the Institute disre- 
garded obsolete and obsolescent equipment, wherever that 
equipment was contained in factories in actual operation. 

I need not point out to you, familiar as you are with 
the realities of operations in manufacturing plants, that with 
due regard to seasonal requirements and other factors, a 
twenty per cent excess of capacity over normal is practically 
no excess at all. The truth is that, if deduction be made 
for the obsolete equipment mentioned, we will probably find 
ourselves somewhat short of capacity in time of normal de- 
mand. 

Thus the record of business in planning plant capacity 
is—notwithstanding current misrepresentations—a creditable 
one and better than that of most departments of government 
activity. This need not surprise us; for, in America, over a 
period of nearly one hundred and sixty years, it has been 
generally considered as proven and settled that, in matters 
of business, however bad the situation, one thing worse was 
possible and that was to turn over the operation of business 
to government. Nevertheless, under the campaign of vilifica- 
tion to which business has been subjected, there are today 
many individuals, including those who have never been to 
Russia, Germany or Italy, who believe that governments 
can plan better for industry than industry itself. To these 
minds the fact that over-capacity in our manufacturing plants 
is the exception and not the rule, would not prove that our 
politicians cannot plan our manufacturing programs better 
than our business men. 

For this reason, this meeting can, in my opinion, per- 
form no greater service to America at this time than to make 
our people understand what government planning really 
means to this country. 

Let us, therefore, imagine ourselves as a group of Gov- 
ernment officials about to tackle a problem in Government 
planning. Let us gain some insight into methods and the 
probability of their success. Let us begin with the classic 
example suggested by Doctor Lionel Robbins, Professor of 
Economics at London University. Let us plan how many 
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raincoats and how many umbrellas we shall permit the 
respective industries producing these articles to manufacture 
over the approaching fall and winter season in America. Let 
us deal with this situation with a scientific attitude, with 
freedom from greed, avarice and other vices, a freedom so 
often claimed to be the exclusive property of our govern- 
ment and planning experts. 

After months of preparation of facts and figures, let us 
begin the final determination of the definite program. If we 
run true to form, we will, I predict, have before us tabula- 
tions which will show the cost of silk, rayon, cotton and 
combinations of these as they enter in varying quantities 
into the manufacture of umbrellas. We will also have before 
us the cost of steel for ribs and various materials for han- 
dies. We will have elaborate studies of existing and pro- 
posed capital requirements and other costs in the projected 
operations. Incidentally, may I add that it now looks as 
though we would have also additional and supplementary 
cost estimates of certain of these materials, estimates which 
assume the breaking down of larger companies engaged in 
their production, on the ground that these producers are 
holding companies and should, therefore, be forced into 
smaller units. This type of cost will, I predict, assume that 
such a breaking-down of holding companies into small, inde- 
pendent units, will reduce the cost of items in the proposed 
manufacture of umbrellas—although both you and I may 
have our opinion as to the correctness of that assumption. 
I hope that we will find in these estimates before us proper 
and safe allowances as to the burdens of future taxation and 
its effect on the program we are studying. In short, there 
will be a thousand factors which we will introduce into 
thousands of equations, the solution of which will determine 
the cost of the several types of umbrellas which our program 
will aim to produce and sell. 

Having studied these equations, we will also review the 
cost estimates upon which other equations have been built, 
in order to determine the cost of future raincoats, the manu- 
facturing cost of waterproof clothes, the capital investments 
existing and proposed, for the manufacture of these clothes 
and for the raincoats themselves and all the other thousands 
of factors which inevitably enter into the determination of 
a truly scientific program for the manufacture and sale of 
raincoats. And when the two programs are completed, in 
all their infinite detail, we must then determine how many 
umbrellas shall be made up and how many raincoats re- 
spectively, to supply the market at these costs, re-estimate 
all costs once more in the light of these quantities, and 
finally issue orders to industry to proceed. 

I need not point out to you that this ideal of govern- 
ment planning will, once it is turned over to our bureau- 
crats, involve literally hundreds of thousands of articles 
which we humans require and incidentally millions of equa- 
tions based on millions of factors which must be correctly 
appraised in order to make valid the solutions of the equa- 
tions containing them. Let me also point out to you that if 
any factor of importance that enters into any equation which 
forms the basis of any one of these programs is wrong or 
becomes substantially altered during the period of planning, 
we will be led into errors and no one in the population for 
which we are planning can escape the consequences; because 
errors by government officials differ from errors by private 








corporations and individuals in that, to no small extent, 
the latter errors are paid for by the managers, employees and 
stockholders of the corporations, whereas errors by govern- 
ment officials are far more slowly corrected and are paid for 
in the form of increased taxes and, in some cases, by even 
more serious consequences, which engulf entire peoples. 

You may say: “But nothing like this will be at- 
tempted.” 


The answer is: Just this is what will be attempted. It 
is exactly what is tried in Russia each year. Read Tcher- 
navian’s, “I Speak for the Silent,’ and observe in its 
harrowing details that this is exactly the program to which 
bureaucracy ultimately resorts: 

“Each unit or department of an industry drew up its 
own five year plan with great care. ‘These plans were then 
combined by the management of the industry and sent to 
the ‘Centre’ in Moscow. There the plans were again com- 
bined into larger units until a whole industry in each Com- 
missariat was combined, and lastly, these plans from all 
the Commissariats were sent to the State Planning Com- 
mission and incorporated into a final general plan. The 
results were multitudes of tabulations by which it was 
possible, for instance, to see where and how much roofing 
iron, shoes, caviar, horseshoe nails, tractors, wheat, pork, 
eggs, milk, butter, fish and so on would be produced and 
also how they would be used at any given moment of the 
Five Year Plan. These tables also showed how much any 
article produced in each year of the five would cost, the 
quantity and quality of man power necessary at a given 
moment in any branch of industry, the wages for every 
category of labor, the housing requirements, in fact, every 
conceivable detail.” 


Does any one imagine that a scheme so fantastic could 
have any possible hope of success in the modern complex 
American civilization? 

Has the failure of our own Department of Agriculture 
in planning our farm program brought about abandonment 
of Government planning? 


Not at all. It has merely led to demands for new and 
vaster powers of regimentation with which to attempt anew 
what is beyond the power of human wisdom. 


Incidentally, even some of the proponents of national 
planning realize that competition, under this program, will 
disappear and costs rise. The group preparing umbrella 
estimates will, unless they are more than human, inevitably 
become prejudiced in favor of umbrellas. So also will the 
group preparing raincoat estimates. To avoid such a diffh- 
culty, some advocates of national planning propose academic 
competition between groups of experts. Those experts, 
charged with preparing estimates for the umbrella program, 
will be locked in Room “A” and isolated from the raincoat 
experts, who will be locked in Room “Z.” When both sets 
of experts have completed their work, they will appear before 
a third set of experts, neutral, in Room “N,” who will weigh 
the umbrella figures against the raincoat figures and allocate 
the production of each. Upon this scientific basis compe- 
tition will be preserved, without incurring the waste of real 
competition. Those who believe in this sort of government 
planning should look well at the current exhibition of regi- 
mentation of cattle feed and prices, and the troubles of the 
dairy farmers of Wisconsin and other States. The results 
of the program thus far projected by government experts 
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may be considered either as models or as warnings—I leave 
to you: Which? 

As a matter of fact, as Professor Robbins points out, 
Government planning will in the long run take an entirely 
different form. In fact, this has already happened in this 
country. Need I break the news to.you as to what this 
form will be? Need I point out that the Congressmen from 
the districts in which the umbrella factories are located will 
campaign for reelection on the platform of “Smith and More 
Umbrellas!” And the Congressmen from the districts in 
which waterproof cloth is manufactured will campaign on 
the platform of “Jones and More Raincoats!” And that, 
in response to that pressure to which even Government ex- 
perts are not immune, the umbrellas versus raincoats issue 
will be settled ultimately om whether there are more votes 
for the administration in the umbrella districts or more 
votes for the administration in the raincoat districts? Need 
I remind you that, should the administration decide that it 
cannot have both and that there are more votes available 
among the cotton planters of the South than in the textile 
mills in New England, the textile manufacturers will be 
told to stop whining and employ themselves and their men 
with prefabricated houses? 

The planning which has destroyed the balance between 
cotton growing and cotton export and between the cotton 
grower and the textile manufacturer is, of course, merely 
the latest failure to become obvious to all in our many recent 
attempts at Government planning. Attempts to “increase 
purchasing power by increasing wages” so clearly involved 
increasing prices faster than wages that it was bound to 
fail. Besides it had been tried some years before in Ger- 
many. Why was it necessary to try it here? Raising prices 
to promote prosperity is another plan doomed to failure. 
Increase in volume re-employs men,—not increase in prices. 
In the long run, do you sell more goods to your customer 
by raising prices against him? Not if he knows that you 
have plenty of goods available! Besides, half the possible 
consumers in the country have practically fixed incomes,— 
the men and women who receive rents, interest, dividends, 
insurance and other pensions and slow changing salaries. 
Artificial raising of prices cuts down the volume of their 
purchases and aggravates unemployment. It does not help it. 

When our politicians try to inveigle us into other uses 
of this panacea of government planning let us remember 
these failures. Let us remember how with eyes intent on 
the destruction of our surpluses, our planning experts flirted 
with starvation and today we are importers of wheat, barley, 
rye, oats, hay, corn, and other agricultural products of which 
we have heretofore had plenty. Today, the American farmer 
lives on Government money. Tomorrow, whether he or 
the Government wills it, he will have to live on something 
else; for no government that pauperizes its citizens and is 
now spending more in three years of peace than in our first 
one hundred twenty-four years (including four wars), can 
long endure. 

Incidentally, in the last few days it has become the 
fashion to minimize the foreign imports which I have men- 
tioned to you by calling them “insignificant.” A semblance 
of government statistics can be adduced in support of this 
claim by using the figures for the government’s fiscal year 
ending June 30, 1934, and comparing them with 1933. The 
facts from that time on show the true trend and indicate 








the ultimate consequences, if we do not change our policy. 
These figures are so startling that, if I did not read them 
to you from a sheet of paper, you would question my 
memory. Here they are: 

In the eight months ending February, 1933, we im- 
ported 150,000 bushels of corn against 5,709,000 bushels 
in the eight months during February, 1935; and in January 
and February we were importing at the rate of 23,300,000 
bushels a year. 

We imported 20,000 bushels of oats in 1933,—against 
importations at the current rate of 13,000,000 bushels a 
year. 

We imported 3,628 bushels of wheat in the eight months 
ending February, 1933, as against 9,163,000 bushels in 1935. 
On top of this we are importing off-grade wheat for feed 
at the rate of over 20,000,000 bushels a year,—about five 
times the rate in 1933. 

Over a long period America supplied about 60 per cent 
of the world’s requirements of cotton; in three years this 
percentage has dropped to probably not much over 40 per 
cent. During the same period other producing countries of 
the world have increased their production by from two mil- 
lion to two and a half million bales—an increase in their 
production of approximately 25 per cent. Exports thus far 
in the current crop year for the season ending July will be 
about 4,750,000 bales,—the lowest for any year since 1895, 
with the exception of the war year of 1917-1918. Unless 
our policies change we are in a fair way to lose our export 
market entirely. Meanwhile, farm labor and share crop 
tenants in the South are being forced out of employment 
and onto public relief rolls. 

Planning in respect to cotton has not been confined to 
its production. ‘The imposition of the processing taxes and 
the increased cost resulting from the NRA have resulted in 
prices which curtail domestic consumption, close the door 
to exports of manufactured cotton goods and open the door to 
importations. Imports of bleached cotton cloth from Japan 
for the first eight months of the current fiscal year were 
at the rate of about thirty-six times the rate for the last 
year and, during the last three months for which informa- 
tion is available, have been running about 6,000 per cent 
over the imports for the same period last year. Based upon 
figures for the last month for which information is available, 
I miss my guess if imports of this particular item are not 
running at the rate of about fifty million square yards per 
annum, or, say, 314 per cent of the total domestic con- 
sumption. If this rate of increase is maintained, it will be 
but a short time until imports reach 20 to 25 per cent. Mean- 
while Johnson & Johnson and other cotton manufacturers 
have had to establish plants in Brazil in order to retain 
their export business. 

Discarding alchemy, with its panaceas and searching 
for truth, what do we find? The fact is, of course, that 
no man and no body of men, whoever they may be, are wise 
enough to plan the infinitely complex programs which sup- 
port our economic system. But, fortunately for us, we have, 
working automatically and surely—so quietly that our gov- 
ernment experts have overlooked its existence—a system ade- 
quate and safe, for the determination of all industrial pro- 
grams. And what is this system? It is a system by which 
our people, through daily referendums, determine what is 
a proper price for umbrellas, what is a proper price for 
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raincoats, and which they prefer. So long as we permit our 
people to earn money, visit the umbrella or raincoat counters 
as they choose, consider the price of the articles offered and 
decide which to buy, or whether to buy at all, we have the 
most effective planning, the one ultimate and final award 
for the best planning that the wit of men has yet devised 
and beyond which there is no appeal. The purveyor of 
umbrellas determines from day to day or from week to 
week at the most, not because of any private prejudice which 
he may have, or what he may think best for the consumer 
or for the country or for his political party, but because of 
the sales which he made during the preceding week of 
umbrellas in general and of certain types in particular, 
whether to order more umbrellas or fewer. The same is 
true of the purveyer of raincoats. No government expert 
and no politician can tell him which of these manufactured 
products to buy. He knows! Or, failing to know, he loses 
or is ruined. The same is true of the manufacturer. His 
referendum may be taken as infrequently as once a month; 
but, at his peril, he must appraise the rule of the people in 
this matter of umbrellas and raincoats. So also the manu- 
facturers of rayon, silk or cotton, as the case may be, must 
also be guided by this popular referendum. ‘To it they must 
bow. Who is there in this audience who does not, once 
he faces the problem of political planning versus popular 
choice, realize that there is but one sound basis of industrial 
planning, and that is the basis upon which the rule of the 
people operates most directly—the basis of purchase and sale, 


of profit and loss, with no political interference or domi- 
nation. 


Our legislators have their part to play in this picture. 
That part is to insure the continuance of these referenda, 
the free play of this rule of the people by a system operating 
with profit as its first incentive. Freedom of competition, 
impaired or impossible under many of our codes, must be 
restored. Elimination of oppressive wages and hours, de- 
termined not by some nation-wide plan which ignores the 
differences in the cost of living and other essential factors, 
but gauged in the light of actual conditions prevailing in 
each locality, is all that is needed to prevent sweat-shop con- 
ditions. More than that makes business rigid and retards 
recovery. Child labor in industry, already reduced to 69,000 
individuals, according to the census of 1930, has under eco- 
nomic law, enlightened management and state action, dis- 
appeared from the industrial picture. Restore the free flow 
of capital in the security market to the English basis which 
permits and encourages adventure so long as those managing 


the adventure exercise honesty and reasonable care and dili- 
gence in the selection of accountants and engineers upon 
whose statements the public is induced to invest. Cease 
attacks upon business that is big, simply because it is big. 
Make it, big or little, obey the same law. Our conduct 
should be judged and our dishonesty punished—not because 
we are five feet tall, or six feet six; but because that conduct 
is either good or bad. Emulate Great Britain in another 
and an essential feature. Correct the most crying defect in 
the American political and economic system. Make the ad- 
ministration of justice speedy and certain. Make sound 
banking possible by permitting—not necessarily with head- 
quarters in New York—branch banking in chains of size 
sufficient to make practicable competent management with 
adequate diversification of investment. Give us a uniform 
system of government inspection—not a control by politicians 
of the credit facilities of the country. Above all, balance 
the budget and remove the threat of inflation. We can and 
should continue the direct relief of distress, even through 
Federal aid if need be, to the extent of our strictly direct 
relief for the year ending June 30, 1934—less than one and 
a quarter billion—and no one starved in 1934—and that is 
all that is needed. Under such a program no deserving 
person would lack food, clothing or shelter if the administra- 
tion of relief were put into the hands of local non-partisan, 
honest, charitable organizations. Cut out our vast public 
works programs, the most costly and extravagant form of 
relief—and so long as we waste no more government money 
than we did in that same fiscal year, we can balance the 
budget within approximately half a billion next year and 
completely balance it the year after. 

After all, remember that government planning means 
lower standards of living and the loss of our liberties. Rus- 
sia, Germany and Italy have taught us that. Remember, 
too, that continual and enormous deficits mean inflation and 
no standards of living whatever. 

Ladies and gentlemen, recovery lies within easy reach. 
Already accumulated demand in the durable goods industries 
approximates eighty-five billions of dollars—sufficient when 
added to the ordinary consumers’ demands of the country, 
to re-employ the nine million men now out of employment 
in industry for from six to eight years. This re-employment 
awaits only the removal of the obstacles which have been 
placed between us and it by too much government planning 
and too much government waste. Why continue the de- 
pression when the Administration and Congress can within 
ninety days let loose the flood gates of prosperity? 


Crying for the Moon 


By W. W. BAUER, M.D., Director Bureau of Health and Public Instruction, American Medical Association 


Delivered over National Broadcasting Company network, April 9, 1935 


of the spoiled little child who had everything under 

the sun and apparently could want for nothing, but 

who made everyone around her miserable by persistently 
crying for the moon. 

In many ways we are just like that little girl when 


Preiss everyone is familiar with the story 


we turn our backs upon the things we have and cry for 
those which at this time we cannot have. I want to give 
you just a few examples of “crying for the moon” where 
health is concerned: 

Perhaps the oldest and most familiar example of pre- 
ventive medicine is in connection with smallpox, where by 
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virtue of vaccination we have an absolute preventive, which 
has been shown to be effective and to possess a very high 
degree of safety. In spite of this, we find that only eight 
of America’s forty-eight states make vaccination compulsory. 
The other forty are still “crying for the moon.” ‘They are 
turning their backs on assured prevention and seeking instead 
to achieve the elimination of smallpox by feebler measures, 
such as voluntary vaccination, quarantine, and so-called 
control of persons exposed to infection. ‘The truth is that 
as far as smallpox is concerned, there is no safety in anything 
less than universal vaccination. Until we learn this lesson 
and apply it, we are going to suffer from repeated outbreaks 
of smallpox, some of which will be disastrous. 


Still another example is the well-known disease, diph- 
theria, about which we know more than we know about 
virtually any other disease. We are able to identify the 
germ which causes diphtheria; we are able to make it grow 
artificially and thus to study it; we recognize the powerful 
poison which it generates, and are able to make use of this 
poison for stimulating resistance in laboratory animals. More 
than that, we have been successful in making from the blood 
of horses, sheep, and cattle an anti-toxin which will cure 
diphtheria. We have knowledge of a test for identifying 
children who are capable of having diphtheria. Last and 
most important, we have developed a product which can be 
used successfully and safely for the prevention of diphtheria 
and this has now been perfected to a point where it can 
be put up in commercial packages at a price within reach 
of all, and it will keep for a long time, which makes it 
possible to ship it anywhere and thus bring protection against 
diphtheria to remotest regions. We have this universally 
valuable preventive method, and yet we still have diphtheria! 
We still have diphtheria because surrounded as we are by 
effective safeguards, we are just like the little girl who 
persisted in crying for the moon. We will not use the pre- 
ventive means at our command, and we continue to take 
chances with a deadly and dangerous disease. 


A common example of our tendency to put aside the 
things we may have and to demand those which we may 
not, is seen in a contrast between the diphtheria and small- 
pox situations and that with respect to scarlet fever. We 
are able to prevent diphtheria and smallpox with great ef- 
fectiveness and we are not able to do the same for scarlet 
fever. Yet there are many mothers who, turning their backs 
upon smallpox vaccination and diphtheria prevention—both 
of which are proved and effective—nevertheless cry for pre- 
vention of scarlet fever, which we are not yet able to 
achieve. 

I do not wish to create the impression that the scarlet 
fever situation is hopeless—for it is not. We have an anti- 
toxin of limited effectiveness for use in severe cases of scarlet 
fever, and we have also a preventive inoculation, which 
under certain circumstances may be sufficiently effective to 
justify employment. We do not have the tried and estab- 
lished prevention for scarlet fever that we do for diphtheria 
and smallpox, and mothers will be wiser to accept protection 
against smallpox and diphtheria and let the scarlet fever 
situation take care of itself through the ordinary means of 
prevention, namely: avoidance of contact with sick children, 
and the judicious use of quarantine. 

Still another familiar example of crying for the moon 
is the common cold. There is so much we do not know 


about the common cold that we must use the knowledge 
we have to its utmost, but we are not in the habit of doing 
so. Preventive injections of vaccine—commonly miscalled 
serum—are in great demand by those who persist in crying 
for the moon, while common sense measures are greatly 
neglected. The common sense precautions consist in main- 
taining good health through attention to certain basic habits 
of hygiene and healthful living. ‘The first of these is a 
good all-around diet containing all sorts of good food, and 
without falling down to indulge in foolish and excessive 
worship of the vitamins. Vitamins are necessary and im- 
portant, but we need not follow all the highly colored and 
unproved theories about vitamins which are so common at 
this time. If we have enough milk, fruits and vegetables 
in our diets we can let the vitamins fall where they may. 


Another sensible precaution in preventing colds is 
proper attention to dress. Men and women are about 
equally foolish when it comes to the choice of clothing; men 
wear too much and women too little. I am speaking par- 
ticularly of the fall, winter and spring seasons, when we 
still have the foolish habit of dressing according to the 
calendar instead of according to the weather and right now, 
when it may be spring in the morning and winter before 
night, good sense about clothes is doubly important. 


Sufficient rest is another important consideration to 
which too little attention is paid. Finally, the avoidance of 
persons who have colds is a necessary precautionary measure. 
Since we desire to avoid others for our own protection, it 
is only fair that we do the same for them; thus, as the 
slang phrase goes, “giving the other fellow a break.” 

Among the best examples of “crying for the moon” is 
—tuberculosis. Not so very long ago in the Mammoth Cave 
of Kentucky, I saw the ruins of two stone buildings which 
had been constructed hundreds of feet underground, in the 
blackest darkness, and around which had been clustered a 
number of tents for the occupancy of 23 patients suffering 
with tuberculosis and seeking the silence and the even 
temperature of the underground caverns in the hope of a 
cure. The successive deaths of many of these seekers after 
health resulted in abandonment of the experiment and the 
monument to their tragic failure may still be seen in the 
crumbling stone structures deep within the caves. There 
are many other ways in which sufferers from tuberculosis 
continue to cry for the moon. We find them flocking to 
distant climes in the hope of a cure, only to discover that 
they have carried their disease with them. We find them 
seeking the injection of gold into their veins, in spite of the 
advice of a keen observer, who suggested that they had 
better have kept their gold in their pockets—this was in the 
days when one might still have gold. One finds the sufferers 
from tuberculosis futilely seeking cures which can be poured 
out of bottles or injected with needles, and ignoring the 
only means of cure which are readily at hand, namely: rest, 
fresh air, sunlight, intelligent medical supervision, and in 
certain cases, surgical treatment to make possible the rest 
which diseased lungs can get in no other way. Many tu- 
berculous patients are foolishly putting away in contempt 
the successful means of treatment, like the little girl who 
turned her back on all her toys and cried persistently ‘and 
brokenheartedly for the moon. 

The same story is unfolded in connection with diabetes 
—a disease which is an ever growing problem of our swift 
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and complex modern life. We find sufferers from diabetes 
following after all sorts of crazy schemes which promise 
easy cure, and turning their backs upon the only means of 
safety, namely: careful supervision of diet, a general slowing 
up in activity, the taking of graduated exercise, and in some 
cases the use of that life-giving product, insulin. We find 
them demanding relief from the tedium of daily administra- 
tion of insulin, forgetting or ignoring the fact that there 
is no substitute for this life-giving fluid. Insulin, let me 
remind you, is no cure for diabetes. ‘There is no cure for 
diabetes, and all our crying for the moon will not change 
the facts. If there is no cure, there is at least hope for 
long and satisfactory life, with the exercise of dietary control 
and in many cases, the aid of insulin. 

Let me call your attention to our habit of crying for 
the moon with respect to cancer. We go seeking quick and 
magic cures and as a result we are deceived by the ex- 
ploiters of caustic cancer pastes, which have been dis- 
credited for several hundred years. We find ourselves ex- 
ploited by promises of cancer serums, when there is no such 
thing as a cancer serum, except one—which has a very 





limited application in one special form of cancer, about 
which all doctors are informed, and which is never adver- 
tised as an exclusive and secret cure and which never is 
administered in institutes ‘specially organized and cleverly 
exploited to appeal to the hope of the hopeless. 

While we cry for the moon, for cancer cures which do 
not exist, we turn our backs upon the only means for suc- 
cessful treatment of cancer, namely: surgery, x-ray, and 
radium. The successful application of these means for can- 
cer treatment depends upon early recognition of cancer, 
and when we waste time with discredited remedies we are 
making an ultimate cure so much less likely, because early 
recognition demands prompt action. A few weeks or a 
few months may be the difference between life and death. 

If there were time I could go on giving you numer- 
ous instances of how we continue to seek that which does not 
exist or which we cannot have, just like the little girl who 
petulantly put away her playthings, despising them because 
they were hers, and cried and cried for the distant moon 
which no power on earth could give her. 


Collecting and Spending the 
Tax Dollar 


By HON. MARK EISNER 
Professor of Law on Taxation, New York Law School; Chairman, Board of Higher Education. 


Radio address, delivered over Station WEVD, April 16, 1935 


of politics to complain that the people of the United 

States lack interest in their public affairs. Subjects like 
taxation were of concern only to those who bore the largest 
share of the burden. The man in the street had little interest 
in the imposts that were being levied by the Federal, the 
state and local governments. The root of the taxing system 
did not in former days reach down into the soil and drain 
the sources whence sprung the daily subsistence of the major 
portion of our population. Those days of indifference are 
gone never to return. America if it is to survive the de- 
pression, and survive it certainly will, must pay the cost 
for many years, if not generations to come, and therefore 
a self-searching which is now in process will continue be- 
cause inequalities and inequities in taxation are being felt 
more and more as the rate of taxation increases and as the 
base of taxation expands. We must also bear in mind in 
considering the subject that unwise and unfair tax legisla- 
tion will not necessarily be remedied by the courts. If we 
fail to pay attention to what our legislators are doing and 
thereby permit them to pass tax laws of a pernicious nature, 
that fact alone will not permit the courts to intervene on 
behalf of the aggrieved citizen. For has not the Supreme 
Court of the United States itself said that argument as to the 
expediency of levying taxes or economic mistake or wrong 
involved in their imposition are beyond judicial cognizance? 
And has it not also ruled that one who resists the enforce- 


I: the past it has been customary for many students 





ment of a tax merely because it is wanting in wisdom and 
operates injustice cannot expect the courts to exceed their 
powers and correct what is assumed to be mistaken or un- 
wise exercise of the legislative authority? 


There will follow me in ensuing weeks on this program 
representatives of the Federal government, of the state gov- 
ernment and of the municipal government, each of whom 
will explain the subject of taxation as it applies to his par- 
ticular field. Most interesting this symposium will be be- 
cause one of the quite appalling characteristics of taxation 
today is the mutual invasion of each other’s field of taxa- 
tion by state and national sovereignties without plan or 
reason, and regardless of effect on the taxpayer. Viewed 
objectively, and without provincial jealousy, there can be 
little doubt that the Federal government is in a better posi- 
tion than the states adequately to levy and collect income 
taxes. Unquestionably too, the Federal government is with- 
out the infirmities in the collection of sales taxes which affect 
the states because as we know, no state is permitted to collect 
a sales tax on sales in interstate commerce and hence the 
room for dispute is spacious, the opportunity for evasion 
broad. We observe to our regret how easy it is to evade 
the state-imposed tax on gasoline. The imposition by au- 
thorities not naturally equipped to enforce collection, of taxes 
which are readily evaded, tends to destroy the national tax- 
conscience. If we permit the canker-worm of evasion to bore 
in from below, it will soon permeate the entire structure 
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and weaken the collection of the national revenue. I am 
strongly of the opinion that the corporation tax and the 
personal income tax, should be the exclusive field of Federal 
taxation. Even the inheritance or estate tax is more effi- 
ciently handled by the Federal government. The unseemly 
struggle that is now being carried on by the State of Penn- 
sylvania and by the State of New Jersey each of which is 
attempting to tax in its entirety the estate of a deceased mil- 
lionaire could not occur if inheritance taxation were the ex- 
clusive province of the Federal government. I know that 
this statement runs counter to one of the settled principles 
of tax philosophers in America who would reserve the in- 
heritance taxes exclusively for the states, and yet the facts 
speak eloquently in its support. 


The states and localities all over the United States are 
depending today for governmental contributions to their 
treasuries and to their activities. From every part of the 
country we hear the clamor of state and local authorities 
for grants-in-aid from the Federal government to enable 
them to carry on their necessary functions in the emergency. 
If the Federal government is thus required to make general 
distributions of funds, what would be more natural than to 
concentrate in the hands of the Federal government to a 
much greater extent the imposition of the taxes for the 
raising of the revenues which make up the moneys that are 
generally disbursed by the government to the states and to 
localities? Again, there are cerain instrumentalities in this 
country which would be uniformly efficient whether they are 
exercised in the State of Arkansas or in the State of New 
York. These embrace crime prevention and detection, edu- 
cation, highway construction and maintenance and other 
functions of government. It is readily feasible for the Fed- 
eral government to insure a practical uniformity in such 
conditions all over the United States, if it were empowered 
to take over these functions, financing them with broader, 
exclusive taxing powers. 

Our unscientific tax system which is almost colossally 
so from the standpoint of lack of uniformity, the inequities 
and hardships it produces, and the deadening weight of its 
burden, must be remedied if it is not to encompass and in- 
sure its own defeat. There are many good people in this 
country who believe in our high taxation as the means of 
correcting economic disequilibrium. They think that by im- 
posing extreme taxes upon those who are still able to bear 
them, we will insure a redistribution of the nation’s wealth 
and accomplish much in the direction of economic well-being. 
If this course of philosophy is maintained and translated into 
legislation the result will be disastrous. It is like a family 
depriving itself of sustenance in order to fatten a pig so 
that when it is slaughtered it will be a juicer morsel for 
the family to consume. The meal will not equal the de- 
privation suffered. So, we deliberately permit the acquisi- 
tion of large incomes in order to tax them away. Soon we 
will find, just like the family and the pig, that the law of 
diminishing returns will operate inexorably and cruelly. Is 
it not a better policy rather than to permit the accumulation 
of inordinate incomes, that is to say, incomes beyond what 
any man might reasonbly require, to adopt laws compelling 
expenditures to insure better living, adequate laws which 
will permit labor to make its own fair bargains with em- 


ployers as has been attempted, though unsuccessfully, in 
Section 7-A of the National Recovery Act? Will it not be 
better to require more humane conditions of labor, whether 
on the farm or in the factory? Should we not enable 
elderly people to retire from work, making way for unem- 
ployed youth? Not of course with a Townsend plan. 

It is being rather silly to hope for extensive reemploy- 
ment while at the same time taxing away the initiative and 
the courage which will promote such reemployment. Would 
it not be sensible if it legally could be done, to give a bounty 
in the way of a reduction in tax to the employer who in- 
creases the volune of his reemployment beyond a specified 
limit? Instead of talking about increasing taxes on the basis 
of excess profits, it might be better to reduce taxes on the 
basis of excess employment, and on expenditures designed 
to improve the environment, welfare and future security of 
the worker. And, while we are on the subject, let us not 
forget that Congress at every session is plugging up what are 
commonly called loopholes of tax avoidance and evasion, 
while at the same time we are permitting an avenue of 
escape which is working an untold hardship upon this genera- 
tion and which will if unchecked, in an ever increasing ratio, 
continue to do so upon succeeding generations. I refer, of 
course, to the volume of tax-exempt securities. Take away 
from the man who has still his wealth his initiative, his 
desire to be productive, the venturesome spirit which has 
always characterized American industry through over-dras- 
tic taxes, and you convert the American citizen or the con- 
servative American corporation into an investment trust 
holding to the maximum extent possible tax-exempt securi- 
ties, and thus casting upon the rest of the population the 
burden of sustaining the government in its emergency. Con- 
gress should at the earliest possible moment pass and submit 
to the states, a constitutional amendment subjecting tax-ex- 
empt securities to income levies. Of course the time is com- 
ing when the Supreme Court will doubtless permit of some 
form of taxation in connection with such securities, because 
already there have been manifested strong dissenting opinions 
as in the well known National Life Insurance case, where 
Congress had attempted to reach tax exempt securities in 
connection with the taxation of insurance companies, by 
denying them deductions to the extent of the tax-exempt in- 
come. It is possible, too, that the complexion of the Supreme 
Court of the United States might change and the prevailing 
opinion in favor of such taxation might obtain in this regard 
sooner than the adoption of a congressional amendment 
would be possible. It is unfortunate, however, that it may be 
necessary to seek recourse to the devious methods of denying 
a taxpayer his proper deduction in order to reach indirectly 
his tax exempt income, but if this is the only way that it can 
be done then by all means let it so be accomplished. 

Whatever might be the impression which results from 
the remarks that I have just made, it will be sufficient for 
my purposes at least that I may have called some attention 
to the gross inadequacy and unfairness as well as inefficiency 
of our multiple system of taxation, involving in an indiscrimi- 
nate scramble the Federal, the State and the local govern- 
ments. The sooner this condition is remedied the better it 
will be for the country and the sooner a stable recovery can 
be effected. Every year’s delay is allowing the cancer to dig 
deeper and deadlier into the very vitals of the nation. 
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Labor’s Stake in World Trade 


By HON. ROBERT F. WAGNER, United States Senator from New York 
Made over a National Broadcasting Company network, Saturday evening, April 13, 1935 


RIENDS of the Radio Audience: 
k The broad expanses of our fertile territory and 


our industrial genius have made us a remarkably self- 
suficient people. But none the less, our prosperity has al- 
ways depended in large part upon our foreign trade. Since 
colonial times, the exploits of American sailors upon the 
seven seas have ranked among the most glamorous stories in 
all history. It has never been the destiny of the United 
States to shrink into provincial isolation. 

In recent years, the influx of a wide variety of goods has 
improved our standards of living and catered to the variety 
of our tastes. Such indispensables as nickel, asbestos, tin, 
coffee, raw silks and furs have entered our ports in an end- 
less stream. Likewise, many of our most important indus- 
tries have drawn their profits largely from the volume of 
their sales abroad. Between 1922 and 1929, our rising do- 
mestic prosperity was accelerated by a 34 per cent increase 
in the quantity of our imports, and a 51 per cent gain in our 
exports. When business reached its highest peak, no less 
than one-tenth of our total production was being shipped to 
distant markets. 

Under these circumstances it was not surprising that a 
smashing decline in our foreign trade prolonged and in- 
tensified the gloomy depression which befell us six years ago. 
Unemployment struck most heavily in those of our industries 
particularly dependent upon world commerce. And we must 
remember that in 1929 we exported 36 per cent of our cop- 
per, 31 per cent of our lubricating fuels, 40 per cent of our 
typewriters, and 23 per cent of our agricultural machinery. 
As people in these occupations lost their jobs, their demand 
for other goods was curtailed, and the circle of idleness grew 
ever wider. On the farms, the situation was even worse, as 
we had been exporting over half of our cotton crop, almost 
half of our tobacco, and more than one-sixth of our wheat. 
Huge agricultural surpluses impoverished the farmer, thus 
destroying the purchasing power of 30,000,000 people who 
lived upon the land. In consequence, the props were knocked 
from beneath the demand for the goods manufactured by 
the laboring people in our great cities. It can be said con- 
servatively that between two and three million people were 
thrown out of work by the short-circuiting of our interna- 
tional exchange of commodities. 

When we probe the causes for the extraordinary de- 
cline in our foreign trade, of course the world-wide depres- 
sion occupies the most important place. The remedy for this 
aspect of the problem lies in the general recovery measures 
which we and other nations are undertaking to restore eco- 
nomic stability, and which I do not propose to discuss to- 
night. But the general depression can not be made to shoul- 
der all the responsibility. For the disagreeable truth is that 
our foreign trade has diminished much more rapidly than 
that of other nations equally affected by hard times. The 
explanation rests in defects peculiar to our own trade 
policies. 

The false direction of our trade policies became most 


pronounced in the nineteen twenties. Under the mistaken 
notion that it was undesirable to import goods, we had lent 
abroad the money with which to pay for our own exports. 
This fantastic policy ficated us along until the day of 
reckoning came when we found it impossible to finance for- 
ever the repayment of our own loans. The only alternative 
would have been to accept repayment in desirable commodi- 
ties. Instead, we raised our tariff walls even higher and 
provoked a swarm of retaliatory measures that practically 
drove our products from the seas. American industry, in- 
stead of being protected, was being destroyed. American 
workmen, instead of receiving higher wages, were losing 
their jobs by the thousands. They were no longer employed 
upon converting imported raw materials into finished prod- 
ucts. They were no longer employed upon fabricating goods 
for export. We learned to our sorrow that we could not 
sell forever if we did not choose to buy. 

Last year, we commenced a new policy by passing the 
Reciprocal Tariff Act. This Act does not involve any gen- 
eral lowering of tariff walls. It does not subject our coun- 
try to an unchecked flood of goods. It merely enables pro- 
viding for reasonable reductions in the duties on specially 
designated commodities. It is based upon mutual conces- 
sions and mutual benefits. 


An excellent example of what may be accomplished by 
reciprocal agreements is the treaty that this country has made 
with Cuba. We have granted a reduction in the duty upon 
sugar imported from Cuba, but at the same time we are pro- 
tecting our own sugar industry by controlling rigorously the 
volume of importations. In return, Cuba, has reduced the 
duty upon lard shipped from this country. As a result, dur- 
ing the first two months of the agreement, Cuba purchased 
from us 8,668,000 pounds of lard, which was equivalent to 
the total amount bought during the entire year of 1933. 

The three other trade agreements which we have made 
thus far have been with Brazil, Haiti, Belgium. Through 
the Cuban agreement we have augmented our exports of 
automobiles, office machines, radios, lumber, meat, and a 
wide variety of other articles. There is every prospect today 
that we shall negotiate additional agreements with other 
countries that will be reciprocal in benefits as well as in 
name. 

The general apology used to be made that extreme re- 
strictions upon imports would protect the American worker 
and American industry from a flood of articles produced 
more cheaply in other countries. But unfortunately, these 
apologists forgot to examine why some goods were produced 
more cheaply abroad than here. In regard to those articles 
that were produced at lower cost abroad because of exploita- 
tion of labor or poor craftsmanship, we were perfectly cor- 
rect in protecting our wage earners and business men from 
such degrading competition. But in other instances, specific 
goods were produced more cheaply abroad because the nat- 
ural resources and climate over there were more adapted to 
particular purposes. In such cases, it would have benefitted 
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our industries and workers to buy these goods at a saving, 
instead of attempting to produce them at a loss. For ex- 
ample, it would not pay the State of New York to grow 
oranges instead of buying them from Florida and California. 
Nor would it profit Florida to manufacture cars instead of 
buying them from Detroit. Each locality should concentrate 
upon what it can do best. ‘This is the principle of speciliza- 
tion and exchange which has brought the greatest profits to 
all parties. Losses rather than gains resulted from our fail- 
ure to apply this principle on an international as well as a 
national scale. 

For a while, the worker was led into the delusion his 
wages would be higher simply by virtue of the wholesale 
exclusion of foreign trade. It was forgotten that sustained 
prosperity for all depended upon efficient business, and that 
efficient business sought the opportunity to benefit by the spe- 
cial facilities of every country and every clime. In fact, 
careful examination has not indicated that high wages de- 
pend upon a virtual boycott of foreign goods. In 1929, the 
average annual wage in 36 non-protected industries was over 









$500 greater than in 36 highly protected ones. In 1935, 
while the average hourly earnings in all manufacturing stood 
at 56 cents, the three highest industries, averaging over 80 
cents per hour, were anthracite mining, building construc- 
tion, and rubber tires, none of which received protection of 
any kind. 

The trade policies which we are now perfecting are 
just as protective to labor and industry as any that have 
been followed in the past. But we are attempting to pro- 
tect the right things rather than the wrong. We are no 
longer protecting the inefficiency which can live only by 
artificial assistance and which is a drain upon the worker’s 
purse whenever he buys the necessities of life. But we are 
continuing to protect every legitimate and useful endeavor 
from the competition of inferior goods and wage exploita- 
tion. Above all we are protecting millions of jobs by re- 
viving the world trade upon which they depend. The visible 
signs today that our foreign trade is expanding are among 
the surest tokens of general industrial revival, reemploy- 
ment, and increasing prosperity. 


Government Ownership and 
the Railroads 


By FREDERICK E. WILLIAMSON, President, New York Central Lines 
Before the Chamber of Commerce, Utica, N. Y. April 23, 1935 


AM sure a Utica audience would not expect me as a 

| former Utican, and officer of the New York Central 

Railroad, to spend any time explaining why I enjoy 

an opportunity to speak to them, nor to engage in any long 

exposition of the connection between this city and our com- 
pany. 

The opening of the Utica & Schenectady Railway, now 
part of our main line, took place August 1, 1836, when a 
large party left Albany on the Mohawk & Hudson Rail- 
road and at Schenectady transferred to two trains of ten 
cars each and reached Utica at 2:30 p. m. And so for a cen- 
tury we have shared the alternations of prosperity and de- 
pression, and grown together through the years. 

As a young man I served as Freight Agent in this city 
during the years 1901 and 1902 and felt myself very much 
a Utican, and look back with pleasure to the friendships 
made at that time. The roots of my family tree lead back 
to this city more than one hundred years ago, when my 
grandfather and grandmother were married here and started 
for their future home in the West by canal packet and lake 
to Cleveland; so you can understand your invitation to be 
with you tonight and to renew these associations had a 
special appeal to me. 

I am glad to have this opportunity to discuss with you 
the present economic condition of the American railroads 
and some of the matters of public interest that are involved, 
for in discussing the railroads, we are dealing with a pub- 
lic facility that directly affects the well being of every man, 
woman and child in this country. President Roosevelt in 
his Salt Lake City speech in 1932 said: “The railroad prob- 
lem is the problem of each and every one of us.” That 
statement is still true. 





National importance from the standpoint of size is 
apparent, for next to agriculture, the railroads are our 
largest basic industry. They represent investments by more 
than 5,000,000 securities holders. Savings banks with 
20,000,000 depositors, insurance companies and other in- 
stitutions have put some four and a half billion dollars of 
their clients’ savings into the railroads as capital. Invest- 
ment in the railroads’ plant, however, is more than seven 
billion dollars in excess of the present day capitalization of 
this industry, giving evidence of both the investment scope 
of the railroad business and of the conservative capitali- 
zation policy which on the whole has been followed. 

The railroads are one of the country’s largest taxpay- 
ers, their taxes normally averaging more than $300,000,000 
each year, or $1,000,000 every working day. In a single 
year the New York Central system, one of the largest rail- 
road taxpayers, has paid $40,000,000 in taxes. In 1933, 
taxes took all the New York Central’s earnings for 34 days, 
at a rate of $32,421 an hour day and night. 


Under 100 years of private ownership, the American 
railroads have led the world in transportation, providing 
superior service at low rates, at the same time paying the 
highest wages and highest taxes of any system of railroads 
in the world. Despite the higher wage scales paid by Ameri- 
can railroads, the average ratio of operating expenses to oper- 
ating revenues is higher on government owned railroads than 
it is in the United States. The average rate per ton mile 
is also higher than it is in the United States. In this 
country you can move a ton of freight a mile for one cent. 
In Denmark, on government owned railroads, it would cost 
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you 3.06 cents; in Norway, 2.43; in Sweden, 1.82 cents 
in Germany, 1.05 cents and so on. The record of govern- 
ment owned railroads abroad is one of unsatisfactory oper- 
ating results and relatively high freight rates. 

During the depression years, the American railroads 
have cut their operating expenses in the same ratio as their 
revenues have fallen, and this despite the fact that over 
half of these expenses—wages and taxes—are controlled 
and fixed, not by the managements, but by government 
regulation. Despite this remarkable showing, there are per- 
ennially some individuals who believe that the railroads 
cannot solve their own problems and therefore may be forced 
into government owership. Those who advocate government 
ownership are few in number, but they are vocal. They 
make little effort to convince people that it is desirable. 
They use a different method, insisting that government 
ownership is inevitable, and offer no supporting arguments 
for such claims. They know that if a thing is said loudly 
enough and often enough, many persons will accept it as 
truth. Their campaign is part of the idea that government 
should do everything. 

Less than ten days ago there was introduced in the 
United States Senate, a bill providing for the acquisition 
January 1, 1936, of the country’s railroads by the govern- 
ment. This bill, which calls for the creation of the United 
States Railways, to be managed by a group of five trustees 
and an advisory council of 24 members, was presented by 
Senator Burton K. Wheeler of Montana, Chairman of the 
Senate Interstate Commerce Committee. The estimable sena- 
tor, who has long been an advocate of government owner- 
ship, is also a leading proponent of the pending measure 
designed to outlaw utility holding companies. In a way I 
am glad that Senator Wheeler has presented his government 
ownership railroad bill, for it at least has the merit of 
bringing the issue into the open and turning the spotlight 
on it. It may be that this bill will provoke such full and 
free discussion as to bring to a focus, in a definite deter- 
mination of policy, the country’s attitude toward all leg- 
islation that is based fundamentally on hatred or envy of 
private enterprise. 

Let us picture the probable results of placing the rail- 
roads under government ownership. The first and certain 
effect would be to intensify sharply the present staggering 
financial strain upon the American people, who already are 
facing a public debt which exceeds the war-time maximum. 
Acquisition of the railroads by the government would mean 
an immediate addition to the public debt of 21 billion dol- 
lars—the Interstate Commerce Commission figure of cost of 
reproduction of the railroads, less depreciation—with an 
added annual interest charge of hundreds of millions. 

Added to this would be a burden, conservatively esti- 
mated by David Lawrence, Editor of the United States 
News, of 500 million dollars a year, to make up operating 
deficits and to offset the loss of state and local taxes. Even 
today the railroads are paying about three-quarters of a mil- 
lion dollars in taxes every day in the year. Forty-five per- 
cent of these taxes go to pay for free public education. In 
some counties and in many localities railroad taxes pay all 
the expenses of the public schools. When the railroads stop 
paying these taxes, as they will under government ownership, 
it will be the local taxpayers’ turn to shell out. Not a single 


community in the United States will escape this new and 
heavy tax burden. 

Today, the taxpayers are supporting 3,000,000 local, 
state or federal government employes—an ominous situation. 
Every move toward government ownership cannot fail to in- 
crease this burden. If this trend persists and it will persist 
unless organizations such as your own protest strenuously 
and rise in self defense, soon one-half of the country will be 
riding on the backs of the other half, with a constant di- 
minution of productive endeavor and wealth. Government 
ownership of the railroad industry or other public utilities 
can get a foothold in this country, not because this is neces- 
sary or because anybody but the bureaucrats or those seeking 
state socialism campaign for it, but only because nothing is 
done to show the American taxpayer what the result will be 
to his own pocketbook and his own business, or because an 
artificial emergency is created by refusing to give the rail- 
roads an opportunity to work out their own salvation on 
their own initiative and under the aegis of competition. 

Shippers know that government ownership inevitably 
would inject into the situation a substantial and perhaps 
controlling and calamitous measure of political influence. 
In every country in which government ownership of rail- 
roads has been tried, politics has exerted controlling influ- 
ences in the finances and operation of the roads. The Eng- 
lish members of the Indian legislature, assembled at Delhi, 
in discussing a world survey of the railroad situation, said: 
“it was observed that in nearly every country where the rails 
had been nationalized, there resulted a constant struggle to 
find some means of preventing interference of the politicians 
with the management. ‘Thus far, no country has found a 
solution of this difficulty.” 

Government ownership would mean administrative 
methods which, however able and conscientious the officials 
in charge might be, would not insure efficient service or eco- 
nomical operation. Politics lives on jobs, as you all know. 
It is obvious that under a government which is based on the 
political party system, the railroads under government own- 
ership would be administered primarily for the need of that 
system. Permanent transportation systems cannot be op- 
erated successfully by individuals whose work is dependent 
on periodic political appointments. 

The experience of many countries indicates government 
operation carries with it no such definite responsibility or 
accountability as exists in private enterprise; no matter how 
well governed and directed is a plan in its inception, the 
political complexion of the country is constantly changing 
and ultimately and inevitably all such plans are affected by 
political considerations. Under government ownership, the 
job of everyone of the million railroad employes sooner or 
later would become a political prize, with merit and experi- 
ence taking a back seat. 

Moreover, it is reasonable to assume that the sources of 
the railroads’ supply of materials would not long remain 
privately owned. And, since railroads buy, for example, 
22 percent of all the coal that is mined; 16 percent of all 
the steel and 16 percent of all the lumber that is manu- 
factured, thus providing much of the backlog of these basic 
industries, how long do you suppose it would be before these, 
too, would not come under the control of the federal bu- 
reaucracy? This year an attempt has been made to put the 
bituminous coal industry under government regulation, the 
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initial step on a course that tends only one way. Govern- 
ment ownership of the railroads is admitted even by some of 
its advocates to be the first stride on a path leading to state 
socialism. 

Some shippers may think that under government own- 
ership they would get lower rates. The fact remains that 
requiring the taxpayer to bear part of the cost does not 
cheapen transportation a penny. As a matter of record the 
great body of shippers all over the country, speaking through 
their own organizations, have adopted resolutions against 
government ownership, either now or in the future. Ship- 
pers are practical business men and know the dangers in- 
herent in government operation. They still remember the 
days of government operation of railroads during the world 
war. They still recall how many of them had to close 
down their plants for lack of supplies while government of- 
ficers franked pianos across the continent on preference 
orders. Those were the days of car shortages when there 
were not enough rails or equipment to move the traffic. And 
don’t forget that of the 26 months of government operation, 
only 10 were in the actual war period. The remaining 
months this country was at peace, yet that short experiment 
cost the taxpayers $1,600,000,000. Today, the shippers of 
the country are asking for regulated transportation—pri- 
vately owned and competitively operated. They know that 
system is necessary for the maintenance of growth and the 
majority of them ask that transportation be reasonably reg- 
ulated in all its branches, air, water and truck, as well as rail. 

From a financial standpoint, operation of the railroads 
by the government was not successful. Before the roads 
were turned back to their owners, a proposal to retain them 
for another five years was overwhelmingly voted down in 
Congress. In 1920, when the roads finally were given back 
to their owners, they were in such terrible condition phys- 
ically and financially that it was necessary for the govern- 
ment to loan them $1,080,000,000, that they might repair 
the damage done. Then, in order that the roads might earn 
enough to repay the government, the latter authorized an 
average increase of 30 percent in freight rates; an increase 
of 20 percent in passenger rates and restoration of the Pull- 
man surcharge. Such rate pandemonium was a direct result 
of government operation of the roads and has been followed 
by a trial and error process of rate determination. 

For those who do not remember that far back into his- 
tory, it might be well to recall that government regulation 
of the roads arose not so much as the result of the desire of 
the pecple for fair and reasonable rates as from their desire 
for a stabilized rate base. In the late 70’s keen competition 
between the individual roads led to the granting of special 
privileges, with rebates secretly or openly given. Business 
men of that period, when they demanded regulation of the 
railroads, really sought that every shipper in the country 
should know all the time not only what he had to pay for 
any transport service, but also that he should know what 
his competitor had to pay. Such rate regulation can be ob- 
tained only by non-partisan action prompted by the service 
interests within the industry. It cannot be obtained through 
the political maneuverings inherent in federal ownership. 

In Canada government operation of the Canadian Na- 
tional Railways has piled up a deficit and debt of nearly 
three billion dollars in nine years, while in the same period, 
the privately owned Canadian Pacific, charging exactly the 


same rates, paid in interest and dividends $401,080,000 to 
its security holders. There’s a practical example of govern- 
ment ownership and its results right next door to us. 

Government ownership will come only when and if 
private enterprise and capital are not permitted to carry on 
successfully. Those legislators who forcibly impose huge 
financial burdens on the railroads are, however innocently, 
helping to bring it about. 

There has been proposed or is pending in Congress and 
likewise in several states, a program of legislation that 
would increase the operating expenses of the railroads by 
considerably more than one billion dollars a year and this 
without adding anything to the service; safety, efficiency or 
revenues of the railroads. The Federal Co-Ordinator re- 
cently told railway labor representatives that this, and I 
quote Mr. Eastman, “‘is no time to add to railroad expenses 
and labor will suffer if this is done.” Passage of this pro- 
gram of legislation would mean wholesale bankruptcy of the 
railroads of the United States. Included in this legislation 
are bills which in some instances have been duplicated in 
state legislatures, such as the Full Crew bill, which proposes 
to add more men to the crews of certain trains, whether they 
are needed or not, at an estimated additional cost of $83,- 
000,000 per year, based on 1933 traffic. This excess crew 
bill would not increase safety on the railroads, but its pas- 
sage would have added $5,847,324 to the New York Cen- 
tral’s operating expenses in 1933. Another bill to limit 
trains to one-half mile in length, or not more than 70 cars, 
would increase all the railroads’ expenses $237,000,000 per 
year, on the basis of 1930 business, as well as add materially 
to the hazard of grade crossings because of the larger num- 
ber of trains that would have to be run to carry the same 
volume of traffic. Another bill would make six hours the 
standard “day” on railroads with no reduction in pay from 
the present standard day based on eight hours service. 
The Interstate Commerce Commission has calculated that 
this bill alone, on the basis of 1930 business, would increase 
the railroads’ expenses $597,000,000 yearly. Even on 
today’s reduced volume it would boost expenses $400,000,- 
000 a year. Other bills would decrease the hours of service 
—at a cost to the New York Central Lines of $2,859,000 
—and would provide for government track inspection and 
government signal inspection beyond the present safety func- 
tions of the Interstate Commerce Commission, increasing 
government costs and producing no worth while results. 

This is no time to add further to the mounting costs of 
operation which the railroads face. These bills, however, 
would stand a much better chance of passage were the rail- 
roads government owned and are some indication of the 
added burdens that will be piled on the taxpayers’ backs if 
government ownership becomes a reality. 

Gradually the nation is coming to realize that the gov- 
ernment has no source of revenue except what it takes from 
the people, that is you and I and all of us, in the form of 
taxes, direct or indirect. The government has no magic 
revenue formula for creating wealth despite the fact that it 
can print money, for wealth comes only from the production 
of services or goods. Business consists of the exchange of 
service or goods, and taxes, if they are to be paid over a 
long period, must come from the profits of business. When 
these simple principles become more widely understood, the 
people will appreciate that doles and such projects as gov- 
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ernment ownership simply commit them to spending their 
own money, with resultant headaches for everybody when 
the bills finally come in. 

Amid the rising tide of tax delinquency, which in some 
communities exceeds one-third of the total taxes to be raised, 
it is comforting to know that the railroads so far have met 
their taxes in full. Here in Utica, I understand that the 
percentage of tax delinquencies for the city tax has more 
than doubled in one year, reaching 14.30 percent in 1934. 
In 1933, tax delinquencies as a whole, in New York State, 
exceeded 40 per cent. While the railroads of the state so 
far have been able to pay their taxes, as I have said, the 
imposition of burdens, such as the Full Crew bill and others 
I have cited, would plunge them into the tax delinquent 
class. Then it will be your turn to pay not only your own 
taxes but also the railroads’. 

Some one has said that the prevalent childlike belief 
in the beneficence and omnipotence of government is the 
great delusion of the age. Most of us will concur. History 
proves that government can seldom do anything for the peo- 
ple that they cannot do much better for themselves by the 
exercise of private enterprise and individual responsibility. 


Government ownership always spells bureaucracy and bu- 
reaucracy has always blighted everything it touched; it al- 
ways will. 

I think it fair to say that many persons, both within and 
without the industry, believe that government ownership of 
railroads would be the beginning of the end of American 
economic freedom, already, in the opinion of many, seri- 
ously threatened. And, as our economic freedom vanishes, 
our political liberties will similarly decline until every barrier 
against complete domination by government falls. More- 
over, government in business never tolerates competition; it 
always insists on a paralyzing monopoly in every field it 
enters. ‘The taking over of the railroads would be followed 
by government ownership of trucks and buses and later of 
other industries. 

Therefore, the way this ownership problem as it relates 
to the railroads is settled, is sure to have a vital influence in 
determining the way in which most of the nation’s important 
industries and your particular means of livelihood, it may 
be, will be dealt. with eventually. That is why it is to your 
own interest to help in its proper settlement. I thank you. 


The Family, the School, and Crime 


By ELEANOR T. GLUECK 
Research Associate, Special Studies, Institute of Criminal Law, Harvard Law School 
Address delivered before the Harvard Teacher's Association, March 16,1935 


siderably on crime and criminals. Movements are 

under way to tighten the many loose screws in a 
creaking machinery of justice. Much thought is being given 
to ways and means of speedier detection and apprehension 
of aggressors against society, of speedier trials, of improving 
institutional facilities for confirmed offenders (even of mak- 
ing prisons safer for jailers), segregating younger from 
more hardened criminals, of improving the probation and 
parole systems. All this effort to tinker with an outworn 
machine can be of little avail if the size of the criminal army 
which passes in and out of it is not reduced. To close and 
bar the door after the horse is stolen is a wastage which the 
complex society of today that breeds criminals by the thou- 
sands cannot afford to continue on the sheer principle of 
economy (not to mention the social protection). Senate 
committees, Crime Commissions, the President’s Conference 
on Crime, civic organizations are giving serious attention 
to this problem. 

Granted that only a small portion of the criminal army 
is brought to justice and that efforts may be profitably ex- 
pended in rounding up those who violate the law—what of 
those who do actually go through the mill? Do they 
emerge made-over and able to take their places in society 
so that a tightening of the screws and an oiling of the ma- 
chinery will insure the social protection and bring back to 
community life persons who are safe to be at large? Or is 
a more fundamental attack upon the problem of crime con- 
trol necessary? 

Researches into the life histories of two thousand crim- 
inals (men, women, and children) and their responses to 


Ts searchlight is just now being played very con- 





various forms of correctional treatment give us pause to 
wonder whether the agencies of justice upon which society 
has depended not only for the apprehension and rehabilita- 
tion of criminals but also for protection from criminal ag- 
gression are succeeding in their task. These studies reveal 
that a very large proportion of them continued to recidivate, 
—76% of young women who had been committed to a Re- 
formatory, 78.9% of young adult males who had also been 
subjected to Reformatory treatment, and 88.2% of juveniles 
who had appeared before a Juvenile Court. In this latter 
case the outcome is particularly disturbing because the chil- 
dren (boys average 13.5 years) were brought before a mod- 
ern juvenile court and the judge in prescribing treatment 
for them had the benefit of clinical study of the cases and 
even suggestions for their treatment. And yet so large a 
proportion of the young delinquents continued their depre- 
dations. Since the publication of this study there has been 
much discussion as to whether, from the point of view of 
recidivism, this is a typical sample of juvenile offenders. 
Three other investigations of young delinquents made in- 
dependently and recently completed, show an equally high 
rate of recidivism. The criminals of tomorrow are in the 
making—only 12% of them being rehabilitated at this early 
stage in their careers after “treatment” by a modern juvenile 
court which had the aid of a child guidance clinic in diag- 
nosing the cases. And there are at least 200,000 children 
in the schools of America today who will soon be joining 
the criminal ranks. 

A retracing of the life careers of five hundred adult 
male and five hundred adult female offenders reveals that 
from two thirds to three fourths of them first manifested 
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delinquent behavior as juveniles, and an intensive study 
of our one thousand juvenile offenders shows that the aver- 
age age at onset of delinquent behavior is 9 years 7 months 
so that obviously the indicia of delinquency must have been 
evident during the school years. That a greater proportion 
of young delinquents might have been saved from careers of 
crime had they been earlier recognized and treated is evi- 
denced in the fact that a good: many more of those who were 
taken in hand shortly after the onset of delinquent behavior 
were rehabilitated than were those whose misconduct per- 
sisted for some time before any efforts at treatment were at- 
tempted. 

It is obvious that the machinery of justice needs over- 
hauling in the direction of an attack upon crime at its roots 
rather than upon the finished product. Of course every effort 
must continue to protect society from criminal aggression. 
This task may be left to the specialized agencies of law en- 
forcement, however, which are more and more skilfully 
matching wits with the criminal classes. But a more funda- 
mental approach to the control of crime necessitates the con- 
centration of many social forces and agencies upon the task 
of prevention and the early recognition and treatment of 
young offenders. Our particular interest at the moment is 
in the role of the family and the school in such a reoriented 
attack upon the problem of crime. 

Before we can intelligently discuss their part in such a 
far reaching program we must determine what delinquents 
and their families are like, and to what extent these families 
might have been able to guide their erring members into 
socially harmless behavior. A knowledge of these facts is a 
prime essential to the formulation of any policies or programs 
if they are to meet with a fair measure of success. 

Who are juvenile delinquents and their families as re- 
flected in the group of 1,000 boys? Over four-fifths of 
them are native born but seven out of every ten are the 
native born sons of foreign born parents, a far higher pro- 
portion than is found in the general population. The oppor- 
tunity for conflict between the older and younger genera- 
tion is thus greatly enhanced in such a group. They are 
children of large families, there being five children per fami- 
ly (and these were probably incompleted families). Half 
of the mothers of these young delinquents were under 21 
years of age at marriage which reflects the extent to which 
they were unprepared for the responsibilities of parenthood. 
Half the parents had no schooling, in 44% of the cases one 
or both had attended grade school, in only 5% had one or 
both entered high school, and in only one case had a parent 
entered college. With such educational limitations it is en- 
tirely consistent to find that 76% of these families were pov- 
erty stricken to the extent that if the breadwinner lost his 
job or was for any reason deprived of his meagre income 
the family had to turn to relatives or social agencies for as- 
sistance. The fathers of these young delinquents were car- 
penters, policemen, peddlers, small shopkeepers, factory 
hands, teamsters, day laborers, janitors, tailors, and only 
1% could even remotely be called professional men. In 
view of the meagre earnings and the occupational limitations 
of the fathers, it is not surprising to find that in 41% of the 
cases the mother helped to supplement the family income. 
This gainful employment, though patching up the economic 
needs, left the children without supervision. And since in 
85% of the cases the families lived in crowded areas where 






vice and crime were rampant, these young boys, 75% of 
whom were never attached to any organizations for the 
constructive use of leisure, were constantly endangered by 
lack of guidance. Moreover, as the disciplinary practices of 
the parents were bad in 70% of the cases in that either 
too much or too little restraint was exercised on the boys, 
they ran away from home frequently or ran wild in an ex- 
cess of freedom. That these families needed propping in the 
management of their affairs and assistance of various kinds 
is reflected in the extent to which the public and private 
social agencies were concerned in the family problems, for 
in 87% of the cases social agencies dealing with relief, 
health, domestic relations, unemployment, child welfare, had 
to lend them assistance. 

In three fifths of the cases the homes were overcrowded, 
dirty, poorly ventilated, shabbily furnished. In addition to 
the elements making for the sheer difficulty of physical ex- 
istence, is the distressing interplay of circumstances which 
has to do with the more subtle aspects of family life. These 
may be briefly summarized by the statement that 92% of 
the homes of these boys were for one reason or another not 
conducive to the happiness of the children—either because 
a breaking up of the household took place in half the cases 
(45.1%) or, though the homes were not broken, the con- 
jugal relationships of the parents were unpleasant, or the 
parents were ineffectual disciplinarians or were themselves 
immoral or delinquent, or the children were unsupervised, 
or were in other ways neglected. And it should be added 
that in 84.7% of the cases one or both parents and/or one 
or more siblings were themselves delinquents, so that the 
pattern of anti-sociality was firmly woven into the family 
life. 

Upon this briefly sketched background of familial in- 
adequacy, let us paint in broad strokes the picture of the 
young delinquents themselves, insofar as it will tend to 
clarify the place of Family and School in relation to the 
problem of crime control. 

Ninety-five per cent of these boys showed misbehavior 
tendencies prior to their appearance before the juvenile court, 
—bunking out, running away, truancy, unmanageableness, 
great disobedience, defiance of authority, lying, temper tan- 
trums, cruelty, destructiveness, bullying, sex perversions, and 
so on, 62% of them being under eleven years of age at the 
time of the onset of such marked deviations from normal 
conduct. Ninety-three per cent of these boys used their lei- 
sure hours harmfully and it has already been indicated that 
only a small proportion of them ever belonged to any organi- 
zations for constructive recreation. Even assuming that the 
agencies of the law which society has provided for dealing 
with juvenile offenders could have effectively curbed their 
delinquent trends,- we find that an average of 2 years and 4 
months actually elapsed between the onset of anti-social be- 
havior and their first arrest, so that the patterns of mis- 
conduct were well established before remedial measures (if 
they were such) were applied. This is further confirmed 
by the findings that only in 7.6% of the cases had these 
children ever been subjected to a mental examination. And 
an average of 3 years, 3 months elapsed between earliest 
misconduct and diagnosis of the case by a child guidance 
clinic to which the boys were sent by the juvenile court for 
treatment recommendations. This clinical examination re- 
vealed that 5.4% of these boys were of superior mentality, 
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36.2% were normal, 28.2% were dull, 17.1% borderline, 
and 13.1% feebleminded, which finding gains significance in 
the light of the fact that there is a far higher proportion 
of those of low mentality in this group than in the general 
population of school children, and that only 19 out of 1,000 
boys were provided for in special classes. 

Clinical examination of these boys also revealed other 
marked mental abnormalities having to do with their emo- 
tional make-up. Six per cent were diagnosed as psychopaths, 
7% unstable adolescents, a few psychotics, a few epileptics, 
and 35% over and above these were found to have marked 
liabilities of personality such as lack of emotional control, ex- 
treme suggestibility, psychoneurotic trends, and so on, com- 
prising a total of almost 60% of personality deviates. When 
we consider that half of these children (and most of them 
before they were ten years of age) had been subjected to 
unusual environmental experiences, such as those resulting 
from commitment to an institution, placement in a foster 
home, or with relatives, or the frequent uprooting of com- 
munity ties due to the restlessness of the parents or their 
escape from landlords, we realize the stresses and handicaps 
they were under during their school years. 

Now what of their school history? One-fourth of these 
boys left school in the sixth grade and only 17% entered 
high school. Only a fifth of the boys were in normal grade 
for their age. One-fourth were retarded one year, 61% two 
or more years. ‘There are of course, many reasons for school 
retardation other than mental deficiency. Since far from all 
of these boys were mental retardates, other explanations for 
their backwardness must have existed—for example, emo- 
tional conflicts and inadequacies, dislike of teachers, fatigue, 
absorption in the troubles at home, and the like. It does not 
surprise us, therefore, to find that 75% of these boys were 
school truants and that another 10% though not expressing 
their dissatisfactions by running away from school, presented 
behavior difficulties of other kinds in the classroom, such as 
stealing, pugnacity, stubbornness, so that in a total of 85% 
of cases indicia of anti-social behavior were evident in school. 
This must not be interpreted to mean that all those who 
truant or otherwise misconduct themselves in school are 
potential criminals, but it does mean that largely from among 
those who so misbehave are recruited the criminals of to- 
morrow. In view of this early leaving of school, and there- 
fore lack of preparation for vocational life, we find these 
boys to be essentially irregular workers (80.2%) over half 
of whom entered the street trades and blind-alley jobs. 

There are many other facts at our disposal about young 
offenders and their families which would only serve to add 
detail to the picture. Lack of time does not permit of their 
presentation. Lest any one still assume, however, that these 
juvenile delinquents and their families are typical of the 
criminal population, or perhaps represent the more “diffi- 
cult” group of offenders it should be stated that a compari- 
son of the background and characteristics of the juveniles 
with five hundred adult male criminals and five hundred 
adult women criminals, factor by factor (where comparable 
data existed) reveals a striking similarity between them. 
And the studies of other investigators in large measure cor- 
roborate these findings so that any suggestions or conclusions 
which flow from this description of delinquents may safely 
be considered as generally valid. Our attention is particu- 
larly arrested by the fact that less than a tenth of the adult 


male and female criminals entered high school. This adds 
further weight to the suggestion already made that if the 
problem of crime is to be met on any far-reaching scale a 
beginning has to be made during the grade school years. 

In our brief review of the careers of delinquents and 
criminals we have learned that 

(1) Criminal careers have their roots largely in child- 
hood. 

(2) The indicia of delinquency are in great measure 
evident during the school years. 

(3) The families of delinquents are as a rule unable to 
participate constructively in the supervision and treatment 
of young offenders without expert guidance. 

These facts certainly place at the door of the school the 
responsibility for the early recognition of delinquency and at 
least participation in a treatment program. The school is in 
a strategic position in this regard because it represents the 
first contact of all children with organized society. Any ef- 
forts which might be applied before the school years would 
in a democratic society necessarily be sporadic and unorgan- 
ized; and it has already been indicated that even the most 
earnest efforts to rehabilitate juvenile delinquents some time 
after the onset of their anti-social behavior are largely inef- 
fectual. 

Once these facts have been accepted by educators the 
field of action can be charted toward 

(a) The prevention or at least reduction of the devel- 
opment of delinquent careers. 

(b) The earliest possible recognition and treatment of 
young delinquents. 

Other aspects of the problem of the control of crime 
are obviously not the responsibility of the school. And it 
must be remembered that even in the prevention and treat- 
ment of juvenile delinquency the school is but one of many 
other community agencics that must share the burden. 

In turning our attention now toward what the school 
(as part of a community) can do to prevent or at least re- 
duce del'nquency it must be frankly admitted that we en- 
counter at the very outset a serious obstacle to effective so- 
cial action because of the limitations in our knowledge of the 
causes of crime. Little is known, for example, why it is 
that children reared in situations of under privilege resem- 
bling those of delinquents do not, however, react anti-socially 
to their environment. So that we do not clearly know which 
particular conditions might have to be modified or eradicated 
in order to reduce crime. We must therefore at the outset 
be willing to recognize that any plan based on our limited 
state of knowledge of crime causation will undoubtedly have 
to be modified in the years to come. Nevertheless we have 
much more data at hand than we have yet translated into 
action. The borders of our knowledge of crime and criminals 
have been greatly widened over the past ten years and we 
can at least begin to see the direction in which we should 
move if we are to make any headway. It is high time for 
a realistic absorption into social practice of the accepted 
findings of criminological research which are already avail- 
able. 

Despite the limitations in our knowledge of the genesis 
of-delinquency, what do we know that can be safely utilized 
in formulating a program for the prevention or reduction of 
crime? The most suggestive clue which we have gleaned 
from the analysis of the careers of hundreds of criminals 
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is that there is no single cause of crime, such as poverty, or 
feeblemindedness, or broken homes, or illiteracy, or bad hous- 
ing, and the like; that, on the contrary the factors involved 
in the conditioning of delinquency are many and complex, 
biologic and sociologic, which are closely intertwined. The 
most promising approach, therefore, to a general preventive 
program is one that attempts to pull here and tug there at 
the tangled skein of inimical factors which appear to be 
crime-conditioning. This may ultimately serve to untie the 
knot of heredity and circumstance which breeds delinquents. 
Since the skein contains some strands which are modifiable— 
those dealing with living conditions for example, or culture- 
conflicts between parents and children, or the disciplinary 
malpractices of the parents, or adverse economic conditions, 
or unwholesome use of leisure, and the like—every effort 
expended toward their improvement or eradication may rea- 
sonably be expected to aid in preventing or at least re- 
ducing crime. While, therefore it is impossible at this time to 
show a point to point correspondence between crime causa- 
tive factors and the prevention of delinquency, it is possible 
to make an attack upon the mass of complex factors which 
are already recognized as crime conditioning. Civic-spirited 
citizens have long been crying for the provision of adequate 
recreational facilities, slum clearance, Americanization, par- 
ent education, and so on. And the New Deal is striving 
toward the goal of economic security. All this is definitely 
in the direction of crime prevention. 

And the school, as one of the many organized agencies 
of the community must participate in such a concerted effort 
at the prevention of crime because it is responsible for so 
many of the waking hours of childhood and establishes the 
first contact of society with all children. For example, 
schools in crowded areas where delinquency is rampant can 
extend their supervisory services into afternoon and evening 
activities for the healthful absorption of the leisure time of 
children in order to supplement the limited resources of the 
home and community. They can also provide facilities for 
parental education. They can aid in the resolution of cul- 
ture conflicts between foreign-born parents and native born 
children, which to some degree at least appear to be crime 
conditioning. And there are many other ways in which the 
school can participate with other community agencies in that 
aspect of a program for the control of crime which deals 


with the eradication or modification of the complex condi- 
tions that breed delinquency. In the few places in which 
such an integrated community effort is being made a reduc- 
tion of the crime rate is claimed. Only time and long con- 
tinued work, however, will reveal whether such an approach 
is more promising, or can ever be really effective within our 
present social order. The school must obviously be in the 
front line trenches in such a community-wide program for 
the prevention of crime. Its main task, however, does not lie 
in this mass attack upon the environmental conditions which 
breed criminals. It has its own more specialized educational 
function of preparing individual children successfully to cope 
with their environment no matter what that environment 
may be. This it does or should accomplish by the teaching 
of a living ethics designed to strengthen the moral fibre of 
children; by guiding all children in the establishment of the 
proper habit patterns; by aiding them to integrate their per- 
sonalities; in a word, equipping them with the fullest meas- 
ure of their own ability to cope with the realities of our 
complex and fast moving civilization. From this point of 
view the school can be the most effective crime preventive 
agency we have. 

So much for the role of the school in a community 
program of crime prevention. It is now to the second essen- 
tial aspect of the program for the control of crime that we 
turn our attention,—namely, the early recognition and treat- 
ment of young offenders. Here the schools must play the 
leading role. And just what this role should be is suggested 
by the description of the families of young delinquents, who, 
as we have seen, are ignorant, poverty stricken, and to so 
large an extent anti-social. The fact that little constructive 
participation either in early recognizing delinquency or in 
treating the offending child can be expected from the family 
is a clue to the need for the informal guardianship of young 
delinquents by the constituted social agencies of the com- 
munity of which the school is a major one; for through the 
school, which has the inherent opportunity to throw out the 
widest net for all children, is made possible the recognition 
and treatment of those who early show signs of future crimi- 
nality. 

Whether some of the facilities, clinical and other, re- 
quired for the successful pursuit of such a program should be 
supplied by the school or by other social agencies is a ques- 
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tion which school and community must answer. And 
whether the school should itself initiate and carry out treat- 
ment processes is also a question which school and com- 
munity must answer. In any event it will be agreed that 
children manifesting indicia of delinquency can be the most 
easily and extensively recognized in the grade schools. And 
it will be agreed that intelligent treatment must be under- 
taken at the earliest possible moment either by or with the 
cooperation of the school authorities regardless of whether 
the school assumes the full responsibility for the treatment 
of young delinquents before they fall into the hands of the 
law. Clearly the school must be prepared to cooperate with 
other agencies in treating young delinquents even though it 
may not carry out the entire task itself. 

There are some other aspects of a treatment program, 
however, for which educators must take the entire measure 
of responsibility—those which deal with the internal 
economy of a school system as it bears upon the well being of 
children with behavior difficulties. In such matters, for ex- 
ample, as whether a school psychiatrist or one from a nearby 
hospital clinic, shall make the diagnosis and guide the detail 
of a treatment program there is much room for difference of 
opinion, and individual community resources and situations 
have to be taken into account in determining the most effec- 
tive arrangement. But no one else can perform the educa- 
tor’s task of providing for the young delinquent child the 
kind of a school situation best suited to his needs. For ex- 
ample, schools must further develop child guidance and visit- 
ing teacher work which here and there are so effectively 
coordinating the activities of home, school, and community 
to the best interests of the problem child. The schools must 
reorient the activities of attendance departments which still 
handle truants with the techniques of the policeman. We 
have seen from our description of young delinquents that 
75% of them were truants so that it is in the army of 
truants that many of the criminals of tomorrow will be 
found. Schools must be more fully aware of the need for 
providing specialized facilities for dealing with children who 
deviate in one way or another from the norm for it is 
from among such groups of children that delinquents come. 
It is already known, for example, that the likelihood of de- 
linquency is at least five times as great among children of 
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lower intelligence as among those of higher intelligence. In 
reducing the frictions of atypical children with the environ- 
ment by providing educational facilities suitable to their pe- 
culiar needs, and in creating an atmosphere of understanding 
of the problems of childhood, schools can make a major 
contribution toward the rehabilitation of young delinquents 
(as well as toward crime prevention). And they should be 
spurred to the effort by the knowledge (if we may generalize 
from our study of 1,000 juvenile delinquents) that those 
children who are recognized and treated immediately after 
the onset of their delinquent trends are in greater number 
rehabilitated than those whose delinquencies are permitted 
to become fixated. 

In any attempt by the schools to discover and treat 
young delinquents, non-delinquent children must not be neg- 
lected and they must be carefully protected from the aggres- 
sions and contaminations of delinquents. This requires the 
most skilful kind of handling and the willingness to recog- 
nize that certain types of delinquents such as psychopaths 
or sexual inverts cannot be treated in a school stiuation un- 
less closely watched. It may well be that special classes or 
schools will have to be developed to a far greater extent 
than they are at present for young delinquent children who 
may contaminate others or who disrupt the school regime. 

Much more might be said about the school’s part in any 
program for the prevention of crime and the early recogni- 
tion and treatment of young delinquents. School authorities 
once having the facts at their command are themselves best 
fitted to work out the details. The student of crime can only 
point the direction of progress and give to those on the fir- 
ing line a critical evaluation of the findings of scientific re- 
search about crime and criminals. 

1 We must be willing to venture forward with the facts 
and clues already in our possession, recognizing that trial 
and error procedures still have their place in any efforts at 
the control of crime. Research activity must be definitely di- 
rected toward ascertaining the causes of crime, distinguishing 
more clearly the indicia of delinquency, and discovering 
which types of young delinquents can be rehabilitated and 
which need to be segregated,—because the social protection 
from criminal aggressions is a reality to be faced with a 
scientific humanitarianism. As our knowledge of crime and 
criminals advances we will gradually succeed in formulat- 
ing more definite programs of prevention and treatment. 
The control of crime, like the control of cancer may in large 
measure remain in the realm of the unknown for some time 
to come but while we are searching for causes and cures we 
must function with such knowledge as we already have, 
recognizing that the most promising approach lies (a) in 
making a concerted drive for the amelioration of the complex 
mass of biological and social conditions which form the 
tangled web of crime causation, and (b) in coping with 
delinquency in its earliest stages. 

In closing May I pose the following questions? Is it 
too visionary to suggest that when our democratic society 
abandons its policy of laissez-faire toward underprivileged 
children from among whom delinquents so largely come; as- 
sumes its obvious responsibility for coping with crime at its 
roots, and realistically faces the facts which are emerging 
from scientific research in criminology, the period of bank- 
ruptcy in our management of the crime problem will be 
over? 
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